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Abstract 

This study discloses information on the nature of participants in the 1981 Alberta 
agricultural land market; outlines the nature of purchasers’ stated buying motivations; 
assesses some of the institutional and economic factors affecting the market for 
agricultural land in Alberta; and checks the accuracy of published information on the 
agricultural land market. 

A total of 948 responses were obtained, for a response rate of 51.5 percent, 
from the individuals randomly selected from the listing drawn up by Alberta Municipal 
Affairs from the land title changes recorded by the Alberta Land Titles offices, to receive 
a copy of the 1981 Alberta Land Survey. Approximately half of these respondents were 
involved in a land transfer for the purpose of purchasing agricultural land in Alberta in 
1981. These individuals provided the bulk of the information for the study. 

In the analysis of the results of the survey, two predominant characteristics of 
agricultural land purchasers emerged. The first characteristic concerned the low average 
age of respondents relative to that of 1981 census-farm operators in Alberta) The 
relatively young age of the respondents influenced other age-related variables. The 
respondents had, on average, more years of education, fewer years of farming 
experience, and owned less farmland than did 1981 census-—farm operators. They also 
had a tendency to obtain concessional financing from AADC to assist them in the purchase 
of agricultural land. 

The second characteristic concerned the occupation of respondents. A relatively 
large number of purchasers were farmers or ranchers and they tended to reside on farms 
in Alberta and to purchase agricultural land in order to farm it. A significant number of 
respondents who resided in urban areas also gave farming as their occupation. 

A detailed analysis, which employed an index computed on respondents’ stated 
reasons for purchasing and selling land, indicated that most groups of purchasers bought 
land to expand their existing farming operation, to increase their farm income, to establish 
their own farm, and because the price was good. Those respondents who did not have an 
agricultural occupation tended to place somewhat more emphasis on the purchase of land 
for investment reasons, as a hedge against inflation, and to move away from a city or 


town. This group of respondents also placed more emphasis on speculation as a reason 
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for the sale of agricultural land. 

The influence of other types of purchasers is concluded to have been minimal. 
Hutterite colonies and non-residents of Alberta, in particular, comprised a small portion of 
the sample and their overall effect on the agricultural land market is felt to have been 
minimal. 

The notion of the "ripple effect” was examined in the study. Respondents who 
sold land and made a subsequent purchase within the next calendar year were analyzed In 
terms of their reasons for buying and selling land and the locations of purchased and sold 
land. The importance of a good purchase price, a desire to move or change operations, 
and the unimportance of expropriation and urban expansion as reasons given by the 
respondents for buying and selling land, do not support the general notion of the ‘ripple 
effect’. 

The study provides a view of the purchasers of agricultural land in Alberta in 1981. 
This type of information should provide a sound basis for continued research in this topic 


area. 
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|. INTRODUCTION 

Substantial increases in the price of agricultural land in Alberta were evident from 
1970 to mid- 1981. These price increases may have had an effect on the agricultural land 
market in Alberta) The major problem at which this study is directed is the lack of 
information on participants in the agricultural land market in Alberta and, therefore, the 
purpose of this study is to secure information on transferees of Alberta agricultural land. 
In particular this study seeks information on the nature of participants, specifically land 
purchasers, in the market for farmland in Alberta and on the nature of buyers’ stated 
motivations for their purchases. Some institutional and economic factors affecting the 


market for Alberta farmland will also be assessed in light of this information. 


A. A Background Discussion 

Table |.1 illustrates the rapid rise in price levels, in both real and nominal terms, of 
agricultural land in Alberta between 1971 and 1981. In 1971, the average value of 
agricultural real estate in the province was $67.32 per acre. In 1981, the average land 
value was $443.95 per acre. Between 1971 and 1981 the purchasing power of the 
Canadian dollar dropped from the 1971 base figure of $1.00 to$42. In real terms, then 
the average value of one acre of agricultural real estate in Alberta increased $119.14 (177 
percent). In nominal terms the increase was $376.53 (560 percent) per acre. 

A variety of occurrences may have had some influence on the increase in Alberta 
agricultural land prices in the 1970s. Changes in the economic condition of the country 
and the province and changes in the attitudes of their citizens may have had an effect on 
the agricultural land market in Alberta. In the early 1970s, the international grain market 
was recovering from a depression. That recovery saw grain and oilseed prices reach 
all-time peaks, in both nominal and real terms, by 1972. Buoyant market conditions 
continued through the remainder of the 1970s. Accelerating inflation during this time 
forced interest rates up and consequently, the cost of borrowing money increased as 
well. Table |.1 illustrates the changes in interest rates and the Consumer Price Index 
between 1971 and 1981. The changing interest rates and rate of inflation apparently 
made it beneficial for Canadians and Albertans to invest in real assets, either with their own 


or borrowed money. General discussion, for example in the popular press, dealing with 
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the characteristics of buyers of agricultural land and their effects on the agricultural land 
market focuses On four main groups. There is a popular view that foreign buyers may see 
land in Alberta, particularly high quality farmland, as a means of protecting the value of 
their capital against inflation, currency devaluation, and possible taxation or confiscation by 
their own governments. Some individuals claim that the wealth that is often attributed to 
foreign investors allows foreigners to outbid competitors for agricultural land in the 
market, thereby forcing prices up beyond what the market would normally dictate. It is 
unclear whether these buyers had any influence or effect on the agricultural land market in 
Alberta in 1981. 

Farmland may be bought by speculators as a hedge against inflation or as a tax 
shelter. The term “speculator”, however, is difficult to define since it may include a wide 
variety of individuals. Speculators are, in general, said to buy land with a view to selling it 
for a profit. This is why they may be accused of waiting to sell their land at a profit to 
newly arriving buyers from outside the local rural market. The influence of these buyers 
on the market in Alberta is also unclear. 

Rural land may be bought by urban developers. Many studies have shown that the 
payoffs for converting rural land to urban uses can be substantial. Accordingly, per acre 
price of agricultural land may increase as distance to an urban center decreases. The 
possibility of urbanization may also affect how rural land is used. Land slated for future 
urban use may be held idie or it may be farmed less intensely, with no long term 
investments by its owner to retain productivity. 

Rural land may also be purchased by recreational and amenity developers. Urban 
dwellers may be “pulled” to the country by scenery and recreational attractions and by a 
desire to escape from the cities. Development may be in the form of commercial 
recreation sites or second home sites for private recreation. The role of developers in 
the farmland market in Alberta is uncertain. 

Farmers may purchase the largest percentage of farmland sold in Alberta For this 
reason, they may exert more influence on the agricultural land market than the other types 
of buyers discussed. They may also experience a wider variety of problems and be 


influenced themselves by a wider variety of factors. 
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Technological advances in the agricultural industry may have had a significant 
impact on the amount of land that each farmer can farm. Changes in the method of 
production resulting from larger and improved mechanical and pesticidal inputs, and a 
more extensive use of fertilizers, better seed, and improved farm management may also 
have had an affect on the amount of agricultural land a farmer can effectively handle. If 
net revenue is greater as a result of the changes described above, then it may become 
profitable for existing farmers to purchase additional farmland to enlarge their operations. 
It should also be noted, however, that farmers may be moved by speculative motives as 
well as technological ones. 

Increases over time in farmland prices, allied with economies of scale, may force 
more farmers to look for acceptable alternatives to Owning land. Both established and 
beginning farmers may be turning increasingly to land rental to increase the size of their 
operations. Between 1951 and 1981 the proportion of census-farm operators who 
rented some land for their operation increased 5.2 percent. During the same time the 
number of full-tenant operators decreased and the number of part-owner, part-tenant 
operators increased}!. These statistics help to show what the changes in the tenure 
arrangements have been in Alberta) Some of these changes may have been due to 
increasing prices for agricultural land and possible changes in economies of scale. Any 
increased demand for land to rent may be met by buyers in the farmland market, by retired 
individuals, or by absentee landowners. 

Increased prices for farmland may add to the pressures on some farmers to turn 
to alternative sources to improve their bidding potential. There may be a need for some 
farmers to have some form of off-farm income. Off-farm income may be used to 
supplement farm income or to improve a cash flow position, both of which may be 
strained with an agricultural land purchase. 

Farmers may also use the increased equity base in land already owned (through 
rising land prices) to acquire additional land. Existing property may be used as security for 
loans to purchase new property. This security may influence the amount of capital that 
can be borrowed and, therefore, the amount that can be bid for a parcel of land. 


Statistics Canada, 7987 Census of Agricu/ture, A/berta (Ottawa: Statistics Canada, 198 1), 
Dosis 
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this may also affect the bidding potential of farmers. Rapidly changing interest rates may 
force credit institutions to favor loans with floating interest rates or shorter fixed rate 
terms. These reactions may influence the ability of borrowers to meet their cash flow 
requirements and may generally add to the risk involved with a farmland purchase. Some 
special financial considerations are available through the provincial and federal 
governments for individuals having certain qualifications. There has been some 
speculation that these special considerations may become added to the purchase price of 
the property if they are capitalized into the bids of prospective purchasers. 

Changes in the levels of prices of agricultural land which occurred in the 1970s 
may also have influenced the sellers of agricultural land. In particular, what !s popularly 
called the "ripple effect’ may have occurred. A possible ripple effect is hypothesized to 
result from urban pressure on farmland use and to result in consequent higher prices for 
farmland in other areas. Such an effect might stem from farmers selling agricultural land 
near cities, at relatively high prices. These farmers may have had a competitive advantage 
in purchasing other property. If a farmer, for example, sells his land in an urban area for a 
high price, and buys other land in a lower priced market, he can afford to pay a higher 
price than the present value of the agricultural use of the land might indicate and, 
therefore, he can outbid other farmers. 

Since 1981, land prices have moderated somewhat?. The agricultural real estate 
market appears to be quite depressed. There may be land for sale but very few 
transactions are taking place relative to previous years. In some cases people may want to 
sell but they are unwilling to accept a lower asking price’. The rapid rise of land values in 
the 1970s, the uncertainty of the course of land values in the 1980s, and the desire of 
landowners to maintain land values are forces which signify a need by farmers, credit 
institutions, policy-makers, and the general public for more information on the factors and 
issues affecting the farmland market in Alberta. 

The above discussion indicates the need for a detailed study of the market for 


agricultural land in Alberta. The study should yield the benefits of improved understanding 


? Dave Wreford, ed., "A Downer for Land Prices”, Country Guide; the Farm Magazine, 
November 1982, p. 27. 
‘Ibid. 
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of the economic forces associated with major changes in the prices of farmland 
Information on the nature and major economic motivations of participants in the market 
for agricultural land is anticipated. Finally, an outline of economic and social consequences 


resulting from major economic changes in prices of farmland will be presented 


B. Objectives of the Study 
The objectives of this study are to: 

de elicit information on the nature of participants in the 1981 Alberta agricultural land 
market, 

2 determine the nature of purchasers stated buying motivations, 

S: assess some of the institutional and economic factors affecting the market for 
agricultural land in Alberta, and 

4. check the accuracy of published information on the agricultural land market to the 


survey results. 


C. Organization of the Study 

This study consists of seven chapters as well as appendices and bibliography. 
Chapter One discusses the problem and describes the objectives of the study. Chapter 
Two provides a review of eight studies employing survey techniques. In this chapter, 
concentration centers on results of previous surveys on rural real estate markets in the 
United States and Canada. Relevant literature is also reviewed in Chapter Three but this 
discussion is in terms of the basic hypotheses to be proved or disproved by the study. 
These hypotheses were formulated on the basis of the objectives of the study and 
corresponding expectations drawn from the literature and a priori information. Chapter 
Four discusses methodology in terms of the questionnaire design, population 
determination and sampling technique used in the study. Chapter Five presents the results 
of the survey and Chapter Six provides some analysis and discussion of these results. 
Chapter Seven develops conclusions, including implications and limitations, from these 


results and lists some recommendations. 
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Il. THE MARKET FOR RURAL LAND: REVIEW OF THE LITERATURE 


A. Introduction 

There are a few Canadian studies which provide limited information on agricultural 
real estate markets in Canada but there does not appear to be any extensive study of this 
market in Canada except for documentation of the nature and extent of farmland price 
changes. Many of the studies originating in the United States on the market for farmland 
deal with the agricultural real estate market in a particular state or in specific counties 
within a state. In these studies, local conditions and practices tend to have a great 
influence on the information collected. Studies using United States data tend to obtain 
their information from farmers and individuals commonly involved in real estate 
transactions. The discussion that follows describes those American and Canadian studies 


which employed primary data. 


B. Studies of Rural Real Estate Markets in the United States 


The Rural Land Market in Wayne County, New York 

In 1974 a study of the rural land market in Wayne County, New York was 
conducted by William R. Bryant’. He used a three-part approach in his study. First, he 
determined changes in the level of rural land market activity (number of transfers of five 
acres or more) and rural real estate prices. Second, he determined the type of land that 
was being transferred, and third, he assessed why rural land was being purchased and 
what type of people were purchasing it. The study results were expected to be 
influenced by the major urban concentration in the study area. 

Bryant conducted a detailed study of parcels of rural land transferred between 
January 1, 1972 and March 31, 1973. He used public land records and included parcel 
sizes of five acres or more. Effort was taken to eliminate all non-armsiength sales from 
the study. A sample of the acceptable parcels was taken and all of the buyers of these 
parcels were interviewed. Using a questionnaire, information was gathered to determine 
buyer motivations for acquiring rural land, buyer attitudes towards certain rural land use 


‘William R. Bryant, 7he Rural Land Market in Wayne County, New York (\thaca, New York: 
Cornell University, Department of Agricultural Economics, August 1974), pp. 48-50 
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issues, and buyer characteristics. 

Bryant grouped the buyers in the sample into three classifications: farmer buyers 
(15 percent); non-farm resident buyers (59 percent); and non-farm absentee buyers (26 
percent). Of the farmer buyers, 50 percent were commercial farmers who purchased 
land for farming; 10 percent bought land to start farming; and 40 percent bought land to 
enlarge their operation. The average age of the farmer buyers in the sample was 40 years 
while that of the commercial farmers in this group was 52 years. 

Those respondents who lived or planned to live on or adjacent to the parcel which 
they purchased were classified as non-farm resident buyers. These landowners stated 
"country living’ most frequently as a primary reason for land acquisition. Rural tranquility, 
the opportunity to raise a garden and some livestock, and the belief that land is a good 
investment made the purchase of rural land for country living more attractive. Some of 
the non-farm resident buyers bought parcels adjacent to parcels they already owned to 
prevent their being put to undesirable uses. Some of these buyers intended to use their 
new acquisitions for recreation and hobbies. Most of the non-farm resident buyers were 
partially motivated by the fact that they considered land a safe hedge against inflation. The 
average age of the non-farm resident buyers was 38 years. Sixty percent of them had 
some college education; 19 percent had completed post-graduate work. 

Those respondents who did not live or plan to live on or adjacent to the parcel they 
purchased were classified as non-farm absentee buyers. Seventy-seven percent of 
these buyers purchased land for investment purposes and intended to sell the property, at 
some point in time, for a profit. Nineteen percent of the non-farm absentee buyers in the 
sample purchased land for development. Four percent of this buying group acquired land 
for hobby or recreational purposes. 

The non-farm rural buyers in the sample were concerned that good farmland be 
kept in farming, that the charm and beauty of rural areas be preserved, and that such 
measures as property tax relief for farmers, public planning to control urban development, 
and agricultural zoning be employed to control land use. 

Bryant's study centers mainly on non-farm demand as an important factor in the 
rural land market. He notes a strong interest in rural land for country living, recreation, and 


investment in his study. There has been a dispersion of non-farm people into the 
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countryside in Wayne County since the 1950s and Bryant's study indicates the transfer is 
continuing. Non-farm rural land buyers in his study were willing to travel long distances 
between their homes and places of employment in order to live in low density single family 
housing. Bryant suggests the consequences of this influx are rising rural land prices and a 


displacement of farming from good farmiand in some areas. 


An Economic Analysis of the Western Oklahoma Land Market 

In 1979 Lonnie R. Vandeveer completed a study of the western Oklahoma 
agricultural land market’. This study was partly dedicated to determining the structure and 
characteristics of buyers in this market. Vandeveer mailed a land market questionnaire to 
over 1,100 individuals who bought land, during the period from January, 1972 through 
June, 1978, in six Oklahoma counties. 

Vandeveer found that most of the agricultural land in his sample was purchased for 
farming purposes. Fifty-eight percent of the land buyers were full-time farmers; 25.4 
percent were part-time farmers. Nearly 86 percent of the respondents listed 
"establishing a farm’ and "expanding farming operations” as the primary reasons for 
purchasing land in the area; 10 percent purchased land for investment related reasons. 
Vandeveer suggests this reflects the recognition of land as an investment and a possible 
hedge against inflation by non-agricultural investors. 

It is interesting to note the sellers’ reasons for selling their land as provided by the 
buyers of that same land. The most frequent reasons cited were "estate settlement” and 
“retirement”. A less common response given was "financial difficulties experienced by the 
vendor”. Vandeveer suggests that cash flow and land repayment problems for previous 
land owners may have been caused by high land values and the high costs associated with 
farming. 

The largest number of buyers were farmers who were expanding operations but 
most of the land buyers were smaller landowners (480 acres of land or less). Vandeveer 
suggests that the majority of land buyers in his sample had anticipated future growth in 
size through previous machinery purchases. He mentions the economies of scale 


SLonnie R. Vandeveer, "Characteristics of Western Oklahoma Agricultural Land Buyers,” 
Current Farm Economics ,53 (March 1980), pp.16-21, citing Lonnie R. Vandeveer, "An 
Economic Analysis of the Western Oklahoma Agricultural Land Markets,” (Ph.D. 
dissertation, Department of Agricultural Economics, Oklahoma State University, 1979) 
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introduced when machinery costs are spread over more acres. 

Vandeveer anticipates that if more non-farmers were to bid for agricultural land as 
a hedge against inflation and the economic incentives for farm expansion were to 
continue, upward pressure on agricultural land values would occur. He further notes that 
the positive attitudes towards purchase and ownership of agricultural land, indicated by the 
large number of satisified land buyers and the large portion of land buyers who indicated 
they planned to purchase more land, are expected to increase the competitiveness in 


future agricultural land markets. 


Rural Oklahoma Landownership Patterns 

In 1981 Linda Lee conducted a study of landownership patterns in rural 
Oklahoma’. She found there was a lack of knowledge about the identity and motivations of 
many rural landowners, especially the non-traditional owners. It is important to note that 
this study deals specifically with land owners, not with agricultural land purchases. 

Using information obtained from the Soil Conservation Service in the United States 
and the results of over 1,100 questionnaires submitted to landowners, Lee 
cross-—classified size of holdings, type of Owner, occupation of Owner, and residence of 
owner with cropland, pasture, range, and forest land use. Lee found that 40 percent of 
the landowners in her sample were sole proprietors and 49 percent were family 
partnerships. Farmers constituted 38 percent of the sample; retired individuals, 17.1 
percent; white collar workers, 13.7 percent; and corporations and estates, 10.5 percent. 
Over 70 percent of the respondents lived in the same county as the land they owned; 11.4 
percent lived in the same state, but not the same county; 10.6 percent lived in another 
state. Lee suggests that knowledge of the dynamics of landowner patterns can best be 


obtained by periodic, updated land use — landownership inventories. 


Nebraska Farm Real Estate Market Developments in 1981-1982 
Bruce Johnson and Ronald Hanson surveyed individuals considered to be 


knowledgeable about the farm real estate market in their area of Nebraska.’ 

‘Linda kK. Lee, "Rural Oklahoma Landownership Patterns,” Ok/ahoma Current Farm 
Economics, 55 (March 1982): pp.13-20. 

7 Bruce B. Johnson and Ronald J. Hanson, Nebraska Farm Rea/ Estate Market 
Developments in 1981-82 (Lincoln, Nebraska: University of Nebraska-Lincoln, July 1981), 


co @@e “reas : 
; . a > wale : = 
= yeas <nlerte oa yee 


cecil “4 ay sy “t ares ’ a — — at — 
a 
mandivares @ Gxdeere Colsegiy es) ae) ae 
aie eo oi toes 
_ 
we He Et gs hee Oe “ele 
, i ‘et fe } cz ai y —- ei ow 
' i _ y age) Gs @ “© - : 
. . 
rT ' syaur sf gs ai v4 if a, 7 4 eee te 4 Ww 


wee Te a . ri yerey (ae ange soy ee 7 
< 


he it ena 


i je a ae ot | ee ee a’ “Geb to cee: 


cee vo.eer bee 


i i1@¢ “=i Went ngs i< x 
“i an u 7 aS Swear. eae 
. : 
yarn’ orew ™m 2 8 ems ty: ‘lLe@ @vs sige had ol a9 Sees 
i He,oriar vite’ @eTn® « Pdi rt. a : see 
smeeseg CO) eaten OM aN . on he ov™ 
— Te 
4 have 9m) (MIA ly 7% ag ips = i Se njiieE off » apo eG 
— 
ecicrea « htwil Yoemepg OOF. 5 if aan re or s Ga I 


a ae es ol is egeul iors e* sree © 


7 arian viii J i = ot nia erica -< | 


pile a> a or Pa 
; 2 » | 


- earns 


For the year ending February 1, 1982, the authors suggested that "farm expansion” 
was the major reason for farmland purchase. “Investment” was considered to be of 
secondary importance as a reason for such a purchase. "Estate settlement’ and "financial 
problems’ were considered by respondents to be the two most important reasons for 
selling farmland in the year ending February 1, 1982. The researchers noted that in most 
cases there was a combination of reasons for farmland purchase or sale. 

Johnson and Hanson used information on farmland sales, compiled by the Federal 
Land Bank of Omaha, to gain perspective on size characteristics. They found that the 
majority of land transfers fell into the basic Rectangular Survey size increments. Sales 
tended to be of parcels rather than complete unit farms. The most common parcel size 


was 160 acres followed by the 80 acre unit. 


The Minnesota Rural Real Estate Market in 1981 

A study of the Minnesota rural real estate market in 1981 was recently completed 
by Matthew Smith and Philip Raup®. They used data collected by questionnaires which were 
mailed to real estate brokers, appraisers, loan agency officials and others knowledgeable 
of rural land values in their areas. Respondents estimated the current average value of 
various grades of farmland and reported on such features of farmland sales as financing 
methods and buyer, seller, and farmland characteristics. This study suggests that although 
the rate of farm transfers (number of transfers per 1,000 farms) in Minnesota was up in 
1981 from 1980, voluntary sales declined. Forced sales, which included foreclosures 
and defaults of contract, increased significantly, however. Death and retirement were 
suggested as the main reasons (51 percent) for farmland sales. The decision to leave 
farming for another job was cited as the reason for 16 percent of the sales. 

Sole tract operators were defined as operators who buy intact farms which they 
farm themselves. Agricultural investors were described as individuals who buy intact 
farms or parcels which they rent out or manage for farming purposes. The third type of 
buyer was described as the investor or farmer whose purchase enlarges his existing farm 


unit. Expansion buyers accounted for 72 percent of all tracts purchased in the sample; 


(cont'd)pp. 10 - 24. 
‘Matthew G. Smith and Philip M. Raup, "The Minnesota Rural Real Estate Market in 1981,” 
Minnesota Agricu/tural Economist, 633 (March 1982): pp. 1-4. 
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sole-tract operators for 17 percent; and investors for 11 percent. The expansion buyers 
paid much higher prices for agricultural land than the operators or the investors in this 
study. 

Local buyers tended to dominate the Minnesota rural land market in 1981. Seventy 
percent of buyers in the Minnesota market lived within ten miles of the tract they 
purchased. Only 4 percent of all purchasers lived more than 300 miles from their 
purchased tract. This seemed to suggest that foreign buyers do not exert a significant 


influence on the land market in Minnesota 


The Rural Real Estate Market in North Carolina 

Leon E. Danielson published a report which discusses the market for farmland in 
North Carolina and presents the results of the 1980 North Carolina Rural Real Estate 
Market Survey®. This survey consisted of a four part survey which was mailed to brokers, 
realtors, appraisers, bankers, loan representatives, and others knowledgeable of farm 
sales. Individuals were chosen to be part of the sample if they had been involved in farm 
land sales during the sampling period. They were identified by agencies, societies and 
associations involved in real estate. In the first two parts of the survey the respondents 
were asked to give their judgement on the status of the land market in terms of the value 
of farmland and the extent of buyer/seller activity for land in farming and for land to be 
converted to non-farm use, as of April 1, 1980. These parts of the survey received 383 
responses. The third and fourth parts of the survey requested information from the same 
individuals on actual sales of farmland for future farm and non-farm use between October 
1, 1979 and March 31, 1980. The analysis of these two parts used 317 and 126 sales, 
respectively. 

Throughout North Carolina, farmers and farmer-investors were indicated to be the 
primary buyers of farmland kept in farming. Full-time farmers comprised 28 percent of 
the buyers; farmer-investors, 28 percent; investors, 13 percent; hobby farmers, 4 


percent; and all others, 27 percent. 


’Leon E. Danielson, 7he Rura/ Rea/ Estate Market in North Caro/ina (Raleigh, North 
Carolina: North Carolina State University, Department of Economics and Business, 
December 1981), pp. 33-67. 
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Danielson found that the market value of high quality farmland in North Carolina 
Was approximately twice that of poor quality land. The average value of the state's 
farmland for farm use was estimated to be $1,270 per acre on April 1, 1980. The author 
of this study concluded that non-farm demand had a marked influence on the value of 
rural land in North Carolina) Approximately 34 percent of the farmland sold in the state 
was for non-farm use. Further, 51 percent of the respondents felt that non-farm uses 
of land were the primary determinant of farmland values. The remaining 49 percent felt 
that agricultural uses were the primary influence. Rural development and recreation or 
vacation homes were cited most often as the non-farm uses having the greatest impact on 
value. 

The estimated value of land for commercial or industrial uses was highest of all 
non-farm uses. Recreation, rural residence, and holding for future development followed 
in order of value. Some categories of non-farm use had high values per acre but 
relatively little farmland was being converted to those uses. 

Although Danielson distinguished between land purchased for farm and non-farm 
uses, he noted that the average value per acre of both uses generally declined as distance 
from towns and cities increased. He suggested there is difficulty in estimating urban 
influence on land prices based on distance measures alone since the nearest town may not 
have the greatest impact on land value. 

The average size of tract sold in the state in 1981 was 114 acres. Danielson’s 
study suggests that value per acre declined for all sales as tract size increased. This 
effect might be caused primarily by a reduction in demand for tracts of larger size. 

Throughout North Carolina the average distance between the buyer's residence and 
a tract purchased for farm use was 55 miles. The average distance between the tract and 
the owner's residence was 157 miles if the tract was purchased for a non-farm use. 
Twenty-one percent of farm tracts were purchased by persons living within 2 miles of 
the tract and 56 percent of purchasers lived within 9 miles. Of the non-farm tracts, only 
six percent of the purchasers lived within two miles of the tract; 36 percent lived within 
nine miles. Danielson notes, however, that the results indicated the absence of any 


relationship between tract price per acre and distance to the purchaser s residence. 
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‘Death of the owner” and "financial problems” were listed as the main reasons for 
the sale of a tract. Nearly 30 percent of the farm and 17 percent of the non-farm tracts 
were sold because of death of the owner. Nearly 11 percent and 19 percent of the sales 
of farm use and non-farm use land, respectively, were because of financial problems. 

Most tracts in the study were purchased by assuming a mortgage. Sixty-one 
percent of farming tracts and 45 percent of non-farming tracts were purchased by 
mortgage. Four percent of farming tracts and 13 percent of non-farming tracts were 
purchased with a land contract and 25 percent of farming tracts and 30 percent of 
non-farming tracts were purchased with cash. 

Nearly 85 percent of all buyers of farm tracts were individuals; 6 percent were 
partnerships; 8 percent were corporations; 1 percent were foreign citizens. Nonfarm 
tract buyers resided primarily in centers having a population larger than 10,000. 
Seventy-five percent of these tract purchasers were individuals; 8 percent were 


partnerships; and 17 percent were corporations. 


C. Studies Concerning Rural Real Estate Markets in Canada 


Farm Credit Corporation Farm Survey 

The Farm Credit Corporation (FCC) initiated the Farm Survey in 1981 to obtain 
financial and investment information on farmers?®. The survey sought information on issues 
relating to financing for farm businesses throughout the various provinces and for Canada 
as a whole. Although this is a survey of farms in general and not of land transfers, this 
study does provide useful information on the characteristics of farms and farmers in 
Canada in 1980. 

The target population of the Farm Survey consisted of active farms, having total 
sales of over $1,200, on Statistics Canada's Register of Farms. Farms with Farm Credit 
Corporation (FCC) loans, but not on the Farm Register, were also included. For each 
province, farmers who had received an FCC loan were matched to the list of active farms 
on the Farm Register. Three groups were formed within each province: those farmers on 
both lists, those on the Farm Register, and those on the FCC list. The sample size allotted 


10Farm Credit Corporation Canada, Farm Survey (Farm Credit Corporation Research 
Division, 1981), pp. 20-88. 


fp enaen cae Bie 
é€ 7 =m loan et ~~ ; 
. 2 i 


pans Sit DATS <6 baa apie a 


ween Ss Wie sev Veep == Wig. —w 


Je * eeomeam-e oryvialae ae wand 7 * ; 
atte aay, DP GS 14. s yoga, = t288 grarnen® oD | 
ony a a —% mm +a ons t. ‘ye -— gre he ‘paw, Wy" 
\ 
rane 9 we cpiRee® ie 439) 2% rac tpn be alae 
a, al we 4 opastil Te oi sgrvne 
oa , 4) F e se) 2) “ee OS TES > 4 edt 
pene - , Ciga tearasy € api 7 
ee ee i a k, whet nayut Sar 
» aleiendivtt® ei wise Cht Cee eo, ped eee Vina S 
a - age a 
_— 
aban) uv Sa hy a lene” Pry igre 53 walnunl ip 
’ 
avi que! Gps ya ea @ 
: 
mit - | AO? af eeeus’e mee OP m *, alge)’ ht =a et 
. 7 
ma) Sie wri Sap - we ene 
we. ) Gre Gaparnvirrusy Zileri wihieGe nrg a | 


yeti Soe ara bY io Uwe ne @ aver? iQue <a 


m® «@ ry) ame) \* ar wm j i ad 9 ij “Nae, a 
es 
<5 ow ~* . 
efid Vitel? omrwet @ oS Ss > ic ett Oe vale ene, Saree: r : 
Tee) 1 Cl OOP Dee I> : (One SUIS at en ’ 
‘ges <H melaier VOD OO® (1giP* > ne Ry | 308s" uw < -_— 
> 


eaten Dah SHES Oe a eel iee 9 « v S27 ne antenie 
7 coher Bests ubentye are 


a 


to each province was a function of the FCC staff size in the province. Provincial sample 
sizes were allocated to each of the three groups in proportion to the square root of their 
population sizes. This allocation increased the sample selected from smaller populations. 
The total survey sample size was 5,170 farms. The Alberta sample size was 1,000. The 
sample was selected using systematic sampling. 

Almost 84 percent of the respondents from Alberta obtained their short term 
financing from banks and credit unions; 71 percent received their intermediate financing 
from the same group of institutions; but only 30.6 percent received their long term 
financing from this group. Long term financing in Alberta came primarily (46.6 percent) 
from the Federal Government; 13.2 percent came from the Provincial Government; and 
5.8 percent came from individuals related to the borrower. 

The Farm Survey grouped farmers into three economic classes. The lowest of 
these (those with less than $30,000 in farm sales) accounted for 41.6 percent of Alberta 
farms; the middle economic class (those with $30,000 to $70,000 in farm sales) 
accounted for 27.9 percent of Alberta farms; and the highest economic class (those with 
farm sales greater than $70,000) accounted for 30.5 percent. The average number of 
years the respondents had been self-employed as farm operators in these 3 classes was 
24. 

The Farm Survey found that the average real estate value in Alberta in 1980 was 
$710 and that, in that year, farmers transferred 514,534 acres of land. These transferred 


acres represented 1.7 percent of the total owned farm real estate in the Province in 1980. 


An Investigation into Rural Property Ownership 

In 1973 a survey of the owners of rural property in Alberta was conducted by 
Alberta Agriculture for the Alberta Land Use Forum". This study can be used as an initial 
body of data on ownership of rural property in Alberta. The study is useful in that it 
provides broad parameters of information on ownership. 

A stratified random sampling procedure was used to chose the sample. 
Municipalities in the province were first grouped by Soil Zones on the assumption that soil 
characteristics have a large influence on land use. A random sample of one-third of the 


GBH. Parlby, An /nvestigation into Rural Property Ownership in Alberta (Edmonton, 
Alberta: Alberta Land Use Forum, 1974), Technical Report 6A, pp. 1-42 
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municipalities within each Soil Zone was drawn. The final sample contained twenty 
municipalities. The number of townships within each municipality was determined and a 25 
percent (or 218) random sample of these townships was drawn. Finally, a list of owners 
for these sampled townships was drawn up from the Tax Roll and Master File records of 
the municipal offices which contained these townships. Tax Roll records, which file 
information by parcel, and Master File records, which file information by owner, provided 
the bulk of the information on the landowners for the study. The remaining information 
was collected through a questionnaire which was distributed to the landowners in the 
sample. 

Aimost 8,000 registered landowners, representing approximately 40.3 percent of 
the total farm units and 25.2 percent of the total farm land in Alberta, were sampled in the 
study. 

The results of the survey showed that 79 percent of the respondents were 
classified as farm residents; 11 percent lived within the community; 5.8 percent lived 
within the Province; 1.8 percent lived within Canada; and 1.2 percent were not living in 
Canada. Individuals owned about 87.5 percent of the land; partnerships and corporations 
controlled the remaining 12.5 percent. Ninety percent of the respondents owned 
between 60 and 1,600 acres. In comparison, 81.3 percent of the respondents owned a 
section of land or less. Only 1.3 percent of the land within the whole study area was 
owned by people with foreign addresses. 

Non-individual farm residents held land in a number of ways. Family corporations 
were the most common (45 percent of non-individual farm residents); non-family 
corporations (24.8 percent) and family partnerships (15.8 percent) ranked second and third 
respectively. It is noted in the study, however, that the form of land ownership can differ 


from that of the organization of the farm business. 


D. Conclusions 

lt is apparent from reviewing the preceding studies that agricultural real estate 
markets can vary widely from area to area. Some of the studies dealt with transfers; 
others with landownership. All of them used survey techniques but these techniques 


varied considerably. Two of the studies surveyed land buyers; two surveyed land owners; 
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one surveyed defined farmers; and three surveyed individuals involved in real estate 
markets. 

The most common reasons given for selling tracts in the studies were ‘estate 
settlement’ and ‘financial problems’. "Establishing a farm’, "farm expansion’, and 
“investment” tended to be ranked as the main reasons for purchasing land. Residence of 
buyers or owners varied from study to study but residence within the study area tended to 
be most common. Most of the non-local residents purchased farm property for 
investment purposes. Farming was given as the most common occupation of owners. 
Full-time farmers and farmer-investors appeared to be the major purchasers of 
agricultural land. The highest percentage of all buyers were individuals, followed by family 
partnerships and family corporations. Credit financing was required by most purchasers. 
Many of the studies mentioned the importance of vendor financing to land purchasers but 


cash and mortgage sales were also evident. 
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A. Introduction 

The purpose of this chapter is to outline the hypotheses which will direct the 
research of this study and which have been developed in an attempt to address the issues 
in the study. This chapter provides some information from previous studies and, where 


applicable, economic theory relating to the formation of the hypotheses of this study. 


B. Alberta Agricultural Land Transfers 

Transfers or changes of land titles may occur for many reasons. Perhaps one of 
the primary causes of transfers is the sale of parcels of property. In this situation the 
transfer is from the vendor to the purchaser. Property which forms part of an estate may 
be transferred into the name of the executor of the estate until that estate is settled, at 
which time the property will be transferred a second time. Title changes or transfers also 
occur when names are added to, or deleted from titles. A different kind of transfer 
occurs when purchases of land are made on the basis of a sales agreement. These 
agreements are often in the form of seller—financed land contracts. In this case the seller 
agrees to transfer possession and title of a property after all, or an agreed part of, the 
price has been paid. The buyer promises to pay the purchase price of the parcel along 
with interest on the unpaid balance in installments over a specified period of time. In this 
way a parcel may actually be purchased in one year but the title to the parcel will not be 
transferred until some later date. Another type of sales agreement sometimes is 
employed when some other credit institution besides the seller is providing the financing 
for a purchase. In this case the title to the property is actually transferred twice; once 
from the vendor to the creditor when the original sale takes place and once from the 
creditor to the purchaser when some prearranged state of repayment is reached. 

Since no studies dealing with the specific issue of types of agricultural land 
transfers have been completed for the Alberta farmland market, it is difficult to determine 
what proportion of the transfers which took place in 1981 in Alberta occurred for the 


various reasons described above. Of the over three million acres of real estate 
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transferred in Alberta in 1981, about 90 percent was categorized as agricultural land??. 
Land classified as agricultural land, however, may contain land in an undeveloped state. 
The Alberta Agriculture data on agricultural land transferred in 1981 does not include 
estate transfers to executors nor transfers of provincial crown land. These figures also 
do not include transfers having an assurance fund value of less than $5 or of more than 
$1,500}. It may be hypothesized that all of the types of transfers discussed above (estate 
settlements, sales, name changes, et cetera) occurred and that some may have occurred 


more often than others. 


C. The Nature Of Buyers 

There is very little information available to the public on who is buying farmland in 
Alberta. Unfortunately, this can lead to misconceptions or misunderstandings of the real 
agricultural land market. A major purpose of this study is to disclose who the purchasers 
of agricultural land in Alberta were in 1981. Much of the popular literature on agricultural 
land markets seems to have centred on foreigners, farmers, and speculators as buyers. In 
this province some concern has also been expressed by the general public over the role 


of Hutterite colonies in the agricultural land market. 


Hutterite Colonies 

The scope of this study does not allow for a sample large enough to adequately 
analyze or accurately conclude what the role of Hutterite colonies was in Alberta's 
agricultural land market in 1981. The studies noted below, which were completed in the 
1970s, on Hutterite colonies suggest that their impact on land markets in general is 
minimal. 

Hutterites are agriculturalists. The communal system which they live under dictates 
that the communal economy must be successful enough to allow the commune to 
accumulate capital to finance the establishment of a new colony when the population of 
the existing one is too large for the land to support and there is insufficient work for all to 


2Melville D. Miller, 7987 Agricu/tural Rea/ Estate Va/ues in A/berta, (Edmonton, Alberta: 
Alberta Agriculture, August 1982), p. 33. 
13 Ibid. p. 4. 
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Although data on Hutterite colonies are not specifically collected by Statistics 
Canada, some information was collected on their status in Alberta in 1971 and 1974. In 
1971, 82 colonies with a combined population of 6,732 (or about 1.65 percent of 
Alberta's farm population) farmed 721,559 acres of land (or about 1.45 percent of the 
land farmed in Alberta). In 1974, 88 colonies farmed 807,406 acres of land or about 
1.63 percent of the total land farmed in Alberta. 

A great deal of interest in this particular form of land ownership has been shown 
by individuals and citizen's groups in the past. This was especially noted by the Report on 
Communal Property 71972 which was completed by an Alberta Select Committee of the 
Assembly. Most of the Alberta Government reports on the topic, however, state that the 
communal holdings in the province are such a small percentage of the total land farmed 
that the significance of Hutterite colonies in determining patterns of ownership is difficult 
to determine. In other words, the problems of communal land holdings, if any exist, 
cannot easily be isolated from general problems of land ownership and use. One study 
concludes that communal farming will have no detrimental effect on land use and no 
significant effect on patterns of land tenure in Alberta at least until the year 2000". 

Until 1973, Hutterite expansion was restricted by the Communal Property Act. 
This Act was repealed on the recommendation of the Alberta Select Committee of the 
Assembly (Communai Property) on the grounds that restriction of the expansion of 
Hutterite colonies could not be justified from the point of view that the colonies were 
economically or socially disadvantageous to the province. The committee noted that these 
restrictions were aimed at a particular class of land holders and, therefore, violated the 
spirit of the then proposed Alberta Bill of Rights’*. The Report on Communal Property, 
1972 found that many of the complaints lodged against Hutterites were either unjustified 
or based upon only partially accurate information. One complaint concerned the 
"crowding out” of other farmers by Hutterite colonies. The Committee argued that even 
with the restrictions of the Communal Property Act, Hutterites found land to buy. It was 
noted that this was probably because of the increasing number of individuals finding rural 


life less appealing than urban life and the difficulty in attaining success experienced by 


14K. Hoeppner and J. Gill, Communal Property in Alberta, Report No. 6C (Edmonton, 
Alberta: Alberta Land Use Forum, 1971): pp.10 and 12. 
“djajie jenithy 


ta Geen Pe ave 
veverbepion 08 we a 


ss ord Bi AGF ye ‘1c vies 4 ee Set 


rh @ ey a at 


. eevee nr Mr go <7 ON r 
er a a ir sas paige we sac 
haa aot te) eat es 


ay Y 


oe. te eotummy® tceed aren wm yo 


1 tert Gale SORee!) NgrasD Ad ames wie Faw ee av 
paint evel aro’ ee bu mpainesy® th . — at? i epee ie y 
tisa)**3 @ @ to gh ar iyats tah “| oe om py et i” % Pa we--wgia aot +7 
cud qherenge to. cada o2- Fe ae © vee ol 
a fe eed i Aves 2 do? a@epas) e+ ted h 
a 4 a eens or Stee pie? igrmgrress 7s 7 2 
‘? ~ 
jr Hiri Daa @) Se Fe" ea ie a ee 
a MITC a 4 Tae) 3 j vie - ~~ > 
- 
anil A? ¢aein ot Get Get hy vio en Poss ar po raieade’. eOw tA ee, 
*o wes) oauurts neeaciae™ fav at ' ‘eet Arirental 
° vane? wall) & thier 7!) Cote) Gye iad panies « 
oo ea innewa@r? <<af upitagah: .samne wT of 
7 Modis 7a! wa peter po peu th agile Cree = sa 
7 wine > cae “UL! @F' . rietcé VOewet, S — de 
ot? Geahu "It OBS Carel IVs) WINES CPF 1 er wT oer 
o') oerrec mye |. na ener ine 
. 
on ne veers Gime ©! . a1 A> SUPE), to 


- 
eu iT] ma etek wins rT a Oe he ; oo 


hO 


small farmers. The committee also suggested that arguments regarding inflated or 
deflated land prices in proximity to Hutterite colonies equally applied to land in proximity 
to all large farms, of which the numbers in Alberta were well in excess of the number of 
Hutterite colonies’®. The Committee found that public misunderstanding of Hutterites and 
Hutterite misunderstanding of general society were the cause of many complaints. On the 
recommendation of the Committee, the government established a Hutterite Liason Office 
to serve an information and public relations function. 

While enough information on Hutterite colonies will not be generated by this study 
to effectively draw any conclusions, it is anticipated that some of the respondents will 
express concern over what they perceive to be a significant influence by Hutterite 


colonies on land prices in this province. 


Non-Resident Ownership 

Alberta does not monitor purchases of land by Canadians not resident in the 
province of Alberta. The provincial government's attitude is that Canadians have a right to 
own land and other assets throughout Canada, regardless of their place of residence. 

On the other hand, foreign ownership of land in Alberta is heavily regulated by the 
Foreign Ownership of Land Regulations which are administered by the Foreign Ownership 
of Land Administration. The Regulations have authority under The Citizen Act (Canada) and 
The Agricultural and Recreational Land Ownership Act. Various statistics are collected by 
the regulating body on foreign ownership. Foreigners are defined as non—Canadians, 
non-permanent residents, or foreign controlled corporations?’. The Alberta Government 
limited acquisitions of land by foreigners to 20 acres per buyer on April 16, 1977. 

Sales to foreigners comprised only 0.2 percent of total sales of rural land in 1980 
in Alberta. Of the 6,392 acres acquired by foreigners in 1980, almost 43 percent was 
acquired by foreign residents in the settlement of estates; 19 percent was for industrial 
and resource development; 18 percent was by order-in-council**; and 16 percent was 


1l6Alberta Select Committee of the Assembly (Communal Property), Report on Communal 
Property, 1971 (Edmonton, Alberta n.p., 1972), p. 33. 

17 Alberta Energy and Natural Resources, Annua/ Report March 31st, 7980 (Edmonton, 
Alberta: Alberta Department of Energy and Natural Resources, October 1980), p. 26. 
18QOrders—in—council are passed by the Executive Committee of the Foreign Ownership of 
Land Administration when parcels of land are determined to be exempt from the Land 
Regulations. In 1980, 1,150 acres of exempted land were acquired by foreigners. Most 
of the orders—in-council were for residential, industrial and resource development 
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for agreements started before April 16, 1977. Almost 80 percent of the area acquired 
by foreigners in the province in 1980, including estate settiements, was of Soil Class 4 or 
better. Almost 75 percent was of Soil Class 2, 3, or 4. Most of the foreigners acquiring 
land in Alberta were from the United States (83.6 percent); England was a distant second 
place of residence (8 percent). Statistics are available on area acquired by foreigners by 
municipality and these are illustrated in Figure Ill. 1. Most of the acquisitions appear to be in 
farm oriented areas and cluster around the Peace River, Edmonton and Lethbridge districts. 
The average price paid for this land was $5,558 per acre?’. While this is dramatically higher 
than the average price paid per acre for agricultural real estate in Alberta that year ($386) 
and in 1981 (S444), the information noted above suggests that this reflects the relatively 
higher prices which generally are paid for land for industrial or resource development?’ 

In general, it is difficult to document the impact that foreign or non-local 
purchasers have on land prices. Foreigners may pay premium prices for farmland and may 
have an effect on the price of land in the local market. The lack of accurate sales—price 
data, information on non-armiength transfers, and differing qualities of land make 
comparison difficult. Foreigners may be unfamiliar with local markets and they may pay 
premium prices for this reason. This may change as foreigners interested in purchasing 
land in Alberta obtain more information on this market. Finally, foreigners may pay more 
because they want highly productive land??. 

A study completed in 1979 gives some information on the influence of 
non-residents on the price of farmland in Saskatchewan and Manitoba. In Manitoba a 
non-resident was defined as a farmland owner not residing in the rural community while in 
Saskatchewan a non-resident was defined as a farmland owner not residing in 
Saskatchewan??. This study concluded that private non-resident ownership in 
Saskatchewan and Manitoba was responsible for a 6 percent increase in the mean 
municipal land price in the two provinces in 1976. The author concludes that in areas of 
relatively high non-resident ownership, non-residents pay more on average for similar 


Alberta Energy and Natural Resources, pp. 72-75. 

20 Melville D. Miller,7987 Agricu/ture Rea/ Estate Va/ues in A/berta, p. 28. 

Robert G Healy and James L. Short, 7he Market for Rural Land (Washington, D.C.: The 
Conservation Foundation, 1981), p. 63. 

22 Janis Olof Magnusson, "The Influence of Non-Resident Investment on Farm Land Prices 
in Manitoba and Saskatchewan,” (MSc. thesis, University of Manitoba, 1979), pp. 121-123. 
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land parcels than do residents”:. 

The above information suggests that foreign ownership is not a problem in Alberta. 
The study will try to isolate the effects of foreign ownership on the agricultural land 
market in Alberta in 1981 but it is anticipated that enough data will not be accumulated in 
order to accomplish this. It is suggested, however, that participants in the market will view 


foreign ownership as detrimental to the market. 


Speculators 

It seems difficult to clearly distinguish between the speculator and the investor but 
some researchers have made this distinction. Speculators invest monies at a risk with the 
hope of gain. Land speculators are traditionally viewed as interested in real estate as a 
commodity which is bought and sold for profit, not as a means of generating income from 
its operation. Land speculation might be expected to flourish during periods of rising 
prices such as those which were experienced in Alberta from 1970 until late 1981. In this 
situation, the speculator’s interest might be thought to lie in "quick sales” and in profitable 
and rapid turnover of capital investments?’. 

On the other hand, a land investor might be viewed as expecting benefits during the 
holding period through both the productive use of the land and profits from the eventual 
sale of the property. Investors are generally viewed as having longer time horizons than 
speculators and they are viewed as relying less on a change in the use of land to provide 
Dr Orits.?< 

Agricultural land might be purchased at least in part as a hedge against inflation and 
this may be the way both speculators and investors view their purchases. The value of 
land as an inflation hedge arises because rural land has generally tended to increase in price 
at a higher rate than a the rate of inflation. Land may be purchased as insurance against 
further losses of the purchasing power of the dollar. 

Speculation may contribute to a more orderly transition of land from one use to 


another. This may smooth out market price fluctuations by keeping a stock of land readily 


Ala {oh eel: 

24Raleigh Barlowe,Land Resource Economics, The Economics of Real Estate 3rd ed. 
(Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1979), p. 201. 

*sHealy and Short, p. 65. 


1 ae 
yee ft 24 


Sean Hh mong A © pono 

Ce hid 

of saiamecel 08 Yar highs ey ‘ 

he eI hole Ts »pemyaveabepuelt ae 
A ers 


- 


a re 
cue? @ 4 “Heese mangers rc Cameras a al ty eames tt : 
cia) eee seeds eos eet ee 
7 na =e MALY, VIELE ons os tog 19 o 
i} eerasys Eis tet ra wy “42 a nat aio pele mein Te 
nat 16 ie no i ey erase Piet ‘ ‘a 
ian TP oo am Loe 8 ~ te sows eo er | 
rve «vate wee Agua ent Baa onqucry SF oii eae feanels Pa Dw 
; : : 
o> oragvAbliigss soon! Saget om 
>The 1 ee is ana BRT RUM 2 het |) rn “att wt 
iaa(mel®. afl ati*c a ee Se See aitalipeng ievmah rua bora 
| ioc @@ CARA yeury ae te 


I) 


= 


a 
—_ 


_ 


. ( Dyllly “48> ov GMM SS ny wil 
a few 's Gan ar? ASA » «Oly? ee Ging Re yer SMe 
nce ifn Agree 42, TGs Oo 44) (H Oe OSTA aD en al 
- 
PO, | ee 1 eounene Walt vem = 1 Sf on aipQews °on wa “ = i. 
Qos) (1 644 See ov Serael EAS Ae uw Jame e_eeener wwe ae 
Hake @ ateerh Ge Reger iG A 46 ao aijyhve 0 apy BP qa Amie OR) 


juror ww cate praarceg ot te 
Se Gh ait Fey’ a) Mee or ae es fies @ CF eyrihines yen 


(ims bo iu CET ke griger 4a Jevay? G4 Sepa nus 


uae soil 


io 6t yht on A ee 
ray queTelicd & | - 


NO 
O) 


available for sale. Speculation may also inflate land prices because land held for 
speculation reduces the land available for immediate use. Observing rising land prices may 
cause those whose motives are primarily non-speculative to buy land earlier than they 
normally would, to avoid paying even higher prices, thus temporarily adding to demand and 
the price of land?®. 

A problem exists in the labelling of individuals as speculators or investors in that 
individuals may change their perspective on the land market. For example, people who 
have concentrated on the productive qualities of their land may at some point begin to pay 
more attention to price appreciation. Farmers might be labelled as speculators because 
they may wish to sell their land to foreigners and non-residents from outside their local 
rural markets, perhaps at higher prices than might otherwise be paid. Individuals who have 
productively used land for many years may be called speculators, because economic 
conditions or their views of the future have changed. Indeed, a mix of motives may well 
be held by many of those buying or selling farmland and these motives may change over 
time. 

In the long run, the price of land will, other things being equal, increase at a rate 
greater than the inflation rate if prices for the products produced by the land continue to 
rise or if the productivity of the land continues to increase. When there is rapid inflation, 
behavior may change. The role of land as a factor of production may become secondary 
if there are expectations of ever increasing land prices. Land is generally perceived as a 
good inflation hedge. Inflationary expectations and the availability of mortgages at rates 
of interest lower than the general price inflation rates, help explain a rise in farmland 
prices that was more rapid than the rise in cash rents and also help explain the continued 
increase in land prices despite falls in crop prices?’. 

D. Gale Johnson notes that a potential effect of inflation is the consideration of 
land as one of the few good inflation hedges. 

To the degree that farmland has been an inflation hedge and part of its current 
price so reflects, the acquisition of land becomes more difficult for those who 
must acquire it by purchase. But except for the difficulty of acquisition ... the 


fact that farmland is an inflation hedge is a disadvantage only when it should 
cease to be a hedge. At that time, the owners of land would suffer a capital 


ae Dic. p36 7s 
77Robert G. Healy and James L. Short, 7he Market for Rura/ Land: Trends, /ssues, 
Policies. (Washington, D.C.: The Conservation Foundation, 1981): p. 43 
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loss": 

While, as noted, it is generally difficult to identify a speculator it may be possible to 
isolate certain types of respondents who may be more likely to have speculative motives. 
In this regard it is hypothesized that urban dwellers, specifically city dwellers, may have a 
tendency for more interest in potential capital gains and investment returns from land. It is 
further hypothesized that agricultural land purchasers who do not have an agricultural 
occupation may be more likely to have speculative motives than do agricultural-occupation 
purchasers. These individuals may have a tendency to have a greater interest in capital 


gains and land as an investment. 


Farmers 

lt has been argued that many farms and ranches operate a business that is closely 
linked with the life cycle of the farmer and the firm itself?*. A farmer's objectives may 
change throughout his life cycle. The stages ina life cycle may vary substantially in length, 
style, and behaviour amoung individuals. The following descriptions might characterize 
these stages. 

It is likely to be the main objective of many beginning farmers to establish 
themselves in agriculture with a workable organization and control of enough land, labor 
and capital to enable future growth. Wealth and liquidity are likely to be low; risk to be 
high. The strategies beginning farmers choose as they enter agriculture may significantly 
influence their cash flow, profits, and growth potential for many years. 

Farmers in the "growth stage” of a firm's life cycle may try to make more use of 
their management capacity and to gain economic security. Their preference for equity is 
likely to be high. They may seek to improve managerial skills, to reduce risk, and improve 
the functioning of their business. These farmers may be the "farm enlargement buyers’ in 
an agricultural land market. 

Farm businesses in a subsequent "consolidation stage” of their life cycle might be 
viewed as involved in the consolidation of their economic gains in preparation for transfer 
to new management. These businesses may be in a stronger financial position and the 


28D. Gale Johnson, "Inflation, Agricultural Output and Productivity.” American Journa/ of 
Agricu/tural Economics (December 1980): p. 922. 

Peter J. Barry, John A. Hopkins, and C.B. Baker, Financia! Management in Agricu/ture, 
2nd ed. (Danville, Illinois: The Interstate Printers & Publishers, Inc., 1979), pp. 130-131. 


wutlaee at tooo Dee peareyomnirg 
45.5 simon <¢s rat phon win oe 
ean: > Gh! eae@-agran F Puctad Mae I 


deen: « Sarna) lh eee 8 TR WY le a Sal telat 
— {aco smerny ) a ane sake 


rr » Merrell) D vey VON 6542 « feat Gree 


iiy>S ws Qe aa .cte~ig ~- 
14 = 

: - 
hy ae = ios v1 iy pre 4} wep =" > ; “i a ¢& phan ¥ » 


(pire Ge D'S p's 4) © (Ww : fea ge F 


S42 ren) Been © @ltp* “2 Ail 


i> SI eg “t : 

aed: eal at & ebt ae | ere M4 Te eal ‘gre @ 

ae Mit obit UG Ie Wlixe 4 ern! eww oatavn CP 
Stphy yhihs H* te ™% i qa@nditge, we! tie tae 

4d vam WN a Te arr ri imae Yavyp ot « aor 


nig CG? Gees Wows 


ee “it we 


» wu newegg . \! 


Oe Yi ey eS ok 


@ Sewylld erwin eo ee amo eee 4 SG 

al ’ 
ad Pignlh-<idet @- pet Se Qe OV. < sham somal OH dain meng aOR 
hone 6 1p! HAN a OY aps (rc 8 Ca ~aiieapance Oe te ew 


oy tee 4IhesG ae "ene ves 4 62 0% aaisinbees re 


oe 7: oe 
Wi) SOPs waetaah wilednar pw #4 . 
: iia 


ee 


NO 
~ 


attention of their owners may turn to debt-free ownership and stability and maintenance 
of income. Growth, however, may continue in this stage. 

Farmers who are transfering their business to new management may have 
accumulated experience and capital but their energy and planning horizons may be short. 
Quick paybacks on investments; stable, liquid sources of retirement income; the 
preservation of management continuity and production efficiency; and the minimization of 
cost of transfer may become the primary concerns of the farmer in this stage. Although 
maximizing profits may be an important force behind farm decisions, it is not the only 
force. It appears that most farmers have many goals they wish to achieve. In addition to 
achieving a good income, farmers may identify independence, security, a feeling of 
accomplishment, and family tradition as motivational benefits received from farming. 
These goals may change over time and they may lead many individuals into a farming 
occupation and perhaps eventually to a farmland purchase. 

Overall, the stages in the "life cycle” of farmers may drastically affect the way they 
view a prospective agricultural land purchase as well as the way they consider related 
features such as off-farm jobs and credit terms and availability, types of land ownership, 


and farm business structure. 


Off-—Farm Jobs 

According to a study prepared by Ray Bollman, between 1941 and 1976, the 
proportion of census-farm operators in Canada reporting "some days of off-farm 
work" remained at about one-third. The age of the operator has been thought to be 
an important variable influencing the participation of operators in off—-farm work. 
Bollman's study hypothesized that participation in off-—farm work would be larger for 
younger operators because beginning farmers would obtain off-farm jobs to 
finance their entry into farming. It was also hypothesized that younger farmers 
would have a better education and more job skills to qualify them for off—farm jobs. 
In each census from 1951 to 1971, the younger the operator, the greater the 
proportion reporting some off-farm work. A time-series analysis of age groups in 
his study, however, suggests that at least for younger operators, participation in 
off—farm work increases as age increases.*° 


0Ray D. Bollman, Off Farm Work by Farmers (Ottawa, Ontario: Statistics Canada, March 
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In the 1981 census, over 41 percent of the total number of farms in Alberta 
reported some off-farm work. 

In a study done in Michigan in 1964 on the use of credit and the financial 
conditions of Michigan farmers, it was found that off-farm work was more 
important as a source of capital after starting farming than at the time of start. In 
fact, only 13 percent of the respondents in that study had any off-farm income, 
either from themselves or their spouses, at the time they were starting farming, 
while 46 percent obtained income from this source at some point after becoming 
established. The study further notes that about twice as many farmers received 
income from off—farm work by the operator as by their spouse. Off-farm income, 
then, can be used to obtain, or add capital to the business and it appears to be 
important to farmers in all stages of life although the degree of importance varies. 
Farmers in the establishment stage”, for example, stated that nonfarm jobs were the 
second most important means of obtaining funds to farm. Thirty-eight percent of 
them used this means®?. 

Part-time farming may help beginning farmers get a start by decreasing their 
dependence on farm income and therefore allowing them to start farming. It may 
provide a steady income which might allow a farmer to build up farm capital and the 
volume of farm business. It may lessen a farmer's dependence on credit. Full-time 
farmers may turn to part-time farming to supplement their income and still others 
may be part-time farmers throughout their farming careers. Although the 
interpretation of these features is not very clear it appears that although part-time 
farming may help some beginning farmers to get established, it is probably not a 
substitute for "family assistance”*? and it may not give beginning farmers any special 
advantage in competing for land®’. 

On the basis of the preceding studies, it is hypothesized that younger or 


beginning farmers may be more likely to have had an off-farm job. It is also 


“Cont d) i979), ps7 6: 

3JR. Brake and ME. Wirth, 7he Michigan Farm Credit Panel: A History of Capita/ 
Accumulation, Michigan Agr. Exp. Sta Res. Rep. 25, 1964, pp. 4-6. | 
32Family assistance may be provided in many ways, such as gifts of land, concessional 
credit terms, or purchase price for land that is lower than the market price. 

33D. Kanal, Opportunities for Beginning Farmers, Why are they Limited? North Central 
Regional Pub. 102, Nebraska Agr. Exp. Sta Bul. 452, 1960. pp.16-17. 
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hypothesized that a greater percentage of farmers may have had an off-farm job 
after their purchase than had one before their purchase. It is further hypothesized 
that such factors as age, education, residence, number of acres of owned and rented 
land, and types of financing used may differentiate those with from those without an 


off-—farm job. 


Sources of Credit 

The rapidly rising prices of agricultural land in Alberta over the 1970s have 
increased the capital required to purchase land These increasing capital 
requirements may force purchasers to turn to lending institutions for more 
assistance. In 1980, about 90 percent of farm and ranch transfers in the United 
States involved some sort of financing. Downpayments on the purchase of land 
were only 22 percent of the total purchase price. Financing probably has become a 
major concern of farmland buyers. 

Cash flows associated with the purchase and ownership of land occur over 
an extended period of time. Returns from production occur over many years. 
Capital gains may be realized when the land is sold. Funds borrowed to finance the 
purchase require interest and principal payments which may be spread over several 
years. Although the price of land is generally determined at the time of purchase, 
that price should reflect the value of anticipated cash flows which will occur over 
time. 

Cash flows associated with farmland purchases involve both cash flows 
associated with the production and sale of agricultural products and cash flows 
associated with financing the purchase. Finance-related cash flows include 
downpaymenrts, principal and interest payments, and service charges. 

With most business investments, the net cash returns from the cash inflows 
and outflows associated with the production of agricultural products pay for the 
flows associated with financing the purchase. But rising land values may involve a 
problem of servicing the loans on those rising land values. 

In general, the current annua/ cash return to the land investment has not 


been high enough to service the principal and interest payments on the 
loan.*4 


n 


38). C. Gilson, "Going! Going! Last Call! Sold! (What is the price of farmland?)”, Journal of 
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Thus those with existing equity and those who may benefit from any 
economies of scale associated with owning more farmiand may be best able to make 
the principal and interest payments on the money borrowed to buy the extra 
farmland. Beginning farmers with little existing equity or no other sources of 
income may be unable to subsidize a purchase. 

Farmland buyers have three basic financing alternatives in making a land 
purchase. A purchase may be made by utilizing accumulated personal resources. It 
is possible to make a cash downpayment and borrow the remainder required for a 
purchase from an institutional lender or from an individual. Loans may also be 
obtained from other investors who may then have an equity interest in the land being 
purchased. 

The terms of financing which are likely to have a significant impact on how 
much is paid for farmland and how it is paid include interest rates, length of loans, 
and size of downpayments. The interest rate paid on borrowed funds is likely to be 
an important determinant of the price that a purchaser can pay for farmland. 
Invoking financial theory, in general the higher the interest rate, other factors 
constant, the lower is the net present value of an acre of land. The net present value 
of land represents that price which could be paid for land to achieve a desired rate 
of return, given expectations about income, capital gains, tax rates and terms of 
financing. Net present value involves discounting expected net income flow from 
the land over a number of years, and expected capital gains when the land is sold, to 
express these in today’s dollars. A lower net present value results from a higher 
interest rate because the outflows associated with the purchase of land are larger 
when more interest is being paid. However, the extent of the impact on the net 
present value of land depends on the discount rate used in the calculations as well as 
the marginal income tax rate of the borrower*’. 

The amount of downpayment required on a land purchase may have an 
important bearing on the feasibility of the purchase, at least in part because it affects 


the purchaser's cash flow. A purchaser's proposed size of downpayment and 


34(cont'd)the American Society of Farm Managers and Rural Appraisers, 46 (October 1982): 


p. 63. 


David A. Lins and Robert G. Aukes, "How Financing Alternatives Influence Farmland 


Value 


s," Agri Finance (January 1979), p. 26 
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expected cash flow can also influence the price paid for land depending on the 
relationship between the discount rate used and the after-tax interest rate on the 
loan. If the discount rate is less than the after-tax interest rate, a larger 
downpayment would increase the price that can be paid for land. If the discount rate 
is higher than the after-tax interest rate, a larger downpayment decreases the price 
that can be paid for land?*. 

Again, invoking financial theory, the length of a loan will affect the net 
present value of land and thereby can be expected to affect the price that can be 
paid for land by purchasers to receive a given rate of return. If the after-tax 
Interest rate on a loan is higher than the chosen discount rate, a loan with a short 
maturity which meets cash flow requirements should be sought Likewise, if the 
after-tax interest rate on a loan is less than the chosen discount rate, a loan with the 
longest maturity possible should be sought*’. 

Just after a purchase of farm land is made, interest payments on some loans 
may be greater than earnings and a negative cash flow will be produced. At some 
point, positive cash flow will exist. This occurrence might put a new entrant to 
farming at a disadvantage relative to established farmers who can use the cash flow 
surplus of existing holdings to offset the early negative cash flow of a new 
purchase. Sometimes established farmers may also have an advantage in the 
purchase of land if the interest rates on the loans for their existing holdings are 
lower than the current rate. 

High inflation rates may reduce the maximum size of farm that an entrant to 
farming can buy because less land can be bought with a given equity base. The initial 
purchase of agricultural land may still be feasible for limited-resource beginning 
farmers who have access to rental land and off—farm jobs. A purchase for these 
farmers, however, may still not be as feasible as it might be for more established 
farmers. 

Given the extensive use of credit financing for the purchase of real estate 
and the bearing it has on the purchaser, it is important to recognize the various 
sources of such financing and the terms and conditions under which financing is 
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made available. There were four major sources of debt financing for the purchase 

of agricultural real estate in Alberta in 1981. Each source had its own programs, 

interest rates, and eligibility criteria.) These sources were: 

if the provincial government: Alberta Agricultural Development Corporation 
(AADC), 

2. ‘the federal government: Farm Credit Corporation (FCC), 

S commercial banks, credit unions and treasury branches, and 

4. individuals and others. 

In 1981, the Alberta Agricultural Development Corporation (AADC) offered 
three types of loans for purchasing farmland. The first two types of loans were 
characterized as direct farm loans designed for the purpose of assisting primary 
producers to develop and maintain viable farms. Loan amounts were dependent on 
the business structure of the farm and they could be amortized over any period up 
to thirty years if they were used to purchase farm land. 

The first of these farm loans were termed A loans. Interest on A loans was 
fixed for a five year term. The interest rate on the first term of the loan was at 
AADC's periodically reviewed preferred lending rate, less 3 percent. On renewal, 
the offered interest rate would reflect AADC's lending rate, then in effect, subject to 
certain limitations. The A loan was available to 

developing farmers who derived the majority of their income from 
farming and who were unable to obtain funds at reasonable terms from 
other sources **. 
The program was only available, however, to borrowers with no more than 
$450,000 in total assets and $225,000 in net worth?®. 

Part B Loans, the second type of loan offered by AADC, were amortized 
over five years and had a fixed interest rate for five years. The interest rate in this 
case, however, was at AADC’'s preferred lending rate. On renewal, the interest rate 
reflected AADC’s current lending rate, then in force, subject again to certain 
restrictions. The B loan was available to 


developing farmers who were unable to obtain funds at reasonable terms 


38Alberta Agriculture,Sources of Farm Business Credit in A/berta (Edmonton, Alberta: Print 
Media Branch, Alberta Agriculture, October 1982), p. 2. 
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from other sources and who did not qualify for an A loan*®. 

AADC's third type of loan, the Beginning Farmer Program, was designed to 
assist young, potential farmers in developing viable farming units. The loan maximum 
was $200,000. Loans for buying land could be amortized for up to 30 years. Fixed 
preferred interest rates applied for periods of five years. An earned incentive 
calculated at 6% of the original principal balance had to be paid annually for a term of 
five years, if the applicant complied with the terms and conditions of the loan. 
Applicants could opt to phase into the Beginning Farmer Program in two stages. 
Then the same conditions applied but new ones were added which dealt with 
amounts and dates of application. Primary producers with at least one year of 
practical experience, education in an agricultural field and shown management ability 
could apply for loans under the Beginning Farmer Program but their acceptance was 
subject to total asset and net worth figures. Applicants were required to have a 10 
percent vested interest in their proposed operations and they had to meet the other 
conditions of the loan‘. 

Farm Credit Corporation offered one type of loan which could be used to 
purchase farm land. A qualifying applicant could obtain a loan of up to $200,000 for 
a single farm business. If there were two or more qualifying applicants the maximum 
was $400,000. The term of the loan was dependent on loan purpose, repayment 
ability and farm operation. Interest rates were revised semi-annually and once the 
interest rate on a loan was set it was fixed for the life of the loan. Loans were 
repayable any time and they were generally secured by mortgage. FCC loans were 
available to applicants occupied in farming or about to become full-time farmers at 
the time of the loan. They were also available to people under 35 years of age who 
intended to retain off-farm employment in order to develop their farm business. 
These applicants’ principal occupation had to become farming within five years*? 

The Federal Business Development Bank provided loans to 


individuals whose credit requirements were not readily available from 
other lenders at reasonable terms and conditions*’. 
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4Ibid. 
‘Ibid. 


Monthly interest and principal payments applied. Interest rates could be fixed for 
five years at a rate determined at the time of disbursement of the funds. Interest 
rates could also float at the cost of borrowing and administration plus 1.25 
Dencent 

Chartered banks, treasury branches and credit unions also provided long term 
financing for the purchase of land. Each of these sources of credit had their own 
guidelines to follow in granting credit. Interest rates were usually dependent on the 
banks’ prime rate and were generally negotiable. Loans were available to farming, 
ranching and primary agricultural producers who demonstrated good management 
and repayment ability. Adequate security had to be available and sufficient 
repayment capacity had to be demonstrated by applicants. Most banks required that 
other conditions be met by applicants as well?®. 

Sometimes independent individuals will provide financing for an agricultural 
land purchase. Seller—financed installment land contracts, where title to property is 
not transferred until a specified amount of the principal has been paid to the seller, 
may be used to assist an agricultural land purchaser. Sellers could use the payments 
as an annuity if they were retiring. Sellers could also spread capital gains over the 
length of the payment schedule. In return, sellers gave up some liquidity. The buyer, 
in a land contract, may face lower downpayment requirements and interest rates 
relative to conventional mortgages. Since sellers retain the title for a specified time 
buyers may forfeit their equity if they were to default on payments**. 

Family and relatives can be of great help to young farmers. Assistance can 
be in the form of gifts of land or property, credit in excess of conventional 
arrangement, or the amount by which a purchase price extended by a relative is 
below the market price of the real estate. The significant aspect of family assistance 
is that often it is extended without the usual downpayment and on a flexible basis 


which allows ample time for repayment and postponement of payments if necessary. 
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46 Bruce B. Johnson and Ronald J. Hanson,Vebraska Farm Real Estate Market 
Developments in 1981-1982, (Lincoln, Nebraska: University of Nebraska-Lincoln, July 
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Availability of family-owned land may be a chief factor in enabling many 
beginning farmers to start farming. Families may make it possible for young related 
farmers to compete in renting and purchasing land from non-relatives. Older 
relatives can help young farmers by extending credit, co-signing loans and acting as 
go-betweens with landlords. In these ways, family assistance may improve the 
competitive position of beginning farmers?’. 

In other cases, capital can be raised from investors other than relatives or 
friends. There can be an issuance of stock by a corporation by which investors buy 
shares of stock in the corporation and the corporation in turn invests in farmland. 

Equity capital can also be raised through the formation of limited 
partnerships. In this case, a general partner issues shares of "partnership interest” to 
outside investors who are limited partners. The partnership then uses the capital 
raised from selling shares to purchase farmland. 

The different sources of financing are expected to be utilized by different 
groups of all types of agricultural land purchasers. In particular, younger farmers 
are expected to obtain a large portion of their financing from AADC. Downpayment 
sizes are expected to vary by age and occupation. FBDB, seller and family monetary 
financing are hypothesized to be used less often than the other major financing 


sources. 


Farm Business Structure and Land Ownership 

Types of land ownership generally fall under the same headings as types of 
business arrangements though the two need not necessarily coincide. For example, a 
farm may be operated as a partnership but the land farmed by the partnership may be 
owned by one of the partners. The type of ownership often becomes important 
when land is transferred to another party. The importance stems from tax 


considerations and consequences in terms of rollovers*®, tax deferrals,*° 
*7—D. Kanal, p. 14. 
48 A rollover arises when eligible property is transferred between two parties and the 
recognition of a capital gain, in the case of farmland, is deferred for income tax purposes. 
Since a rollover involves a tax deferral, when the land is eventually disposed of, any capital 
gains will be subject to tax. 
49 Farmland can be transferred from an individual to his or her spouse, to a partnership, and 
to a corporation and be classified as arollover. Aroll-over of farmland to a child in the 
form of a gift, sale or bequest is possible if the property was used in the business of 
farming right before the transfer; if the land was transferred to a child, grandchild, or 
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and capital gains>*°. 

There have, traditionally, been three types of business arrangements in the 
farming sector of the economy of Alberta Sole ownerships or proprietorships 
have the simplest arrangement. In this case, the sole owner has absolute control 
over the business and therefore carries full responsibility and liability for it. This 
involves simpler accounting and tax filing procedures. Certain tax benefits and 
liabilities apply only to this type of business structure. The sole proprietor has only 
the will as an estate planning tool. Sometimes there is little security and incentive in 
sole ownerships for children of the owner who wish to farm®!. 

Partnerships allow the sharing of responsibilities between partners but 
partners are also liable for each other's actions. Certain tax benefits and liabilities 
apply to partnerships as well. There is more flexibility in this business structure, 
especially in regards to estate planning. There are various types of modified 
partnerships including husband and wife partnerships, where the couple splits the 
income; and brothers in partnership, where each brother owns his own real estate*’. 
In ordinary partnerships all partners share equally in profits and losses. In limited 
partnerships some partners have a limited liability. Limited partners can contribute 
only money or property to the partnership and they play a limited role in the business. 
There must be at least one ordinary partner in a limited partnership*?. 

Companies or corporations are legal persons in and unto themselves. 


Individuals own shares in a company but they are not liable personally for the acts of 
48(cont’d)great grandchild of the transferee; if the property was owned by the transferee 
and it was Canadian land; and if, in the event of the death of the owner, the land was 
transferred to the beneficiary within fifteen months. (Source: George Geldart, 7ax 
Management Strategies for Alberta Farmers, (Edmonton, Alberta: Alberta Agriculture, 
Farm Management Branch, 1979), p. 29). 
5° Capital gains represent the gain in capital property values that owners realize when they 
sell certain types of property. In Canada capital gains are generally subject to tax. If 
farmland was owned on the valuation date of December 31, 1971, or was purchased after 
that date, it is likely that it will be disposed of, at some time, for proceeds which are 
greater than the valuation day value or cost of that property. This capital gain would 
create a tax cost in the year the property was disposed of. Farmland is ‘disposed of" 
when it is sold; it is gifted; the owner dies; it is taken unlawfully; it is expropriated, it Is 
transferred to a trust, corporation, or partnership; or it is destroyed and compensation is 
received. Some special capital gains rules come into play for certain kinds of dispositions 
and these affect the payment of taxes. (Source: George Geldart, p. 16.) 

‘| George Geldart, 7ax Management Strategies for A/berta Farmers, (Edmonton, Alberta: 
Alberta Agriculture, Farm Business Management Branch, 1979), pp. 38-39. 

‘Harry Warren, lecture given during Agricultural Economics 434 class at the University of 
Alberta, November 24, 1981. 

George Geldart, pp. 40-41. 
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the company. Generally, when a farm is incorporated, the farmer and his family 
become employees of the company and they receive a salary. All companies are 
taxed on their earnings and they are subject to tax benefits and liabilities which are 
quite different from those of sole proprietorships or partnerships. Individuals 
holding shares in an incorporated farm operation are likely to employ different 
estate planning techniques than are individuals in a partnership or sole 
proprietorship*4. 

Recently, another type of business arrangement has been devised. In a joint 
venture, two or more parties share the work load; share the risk, profits, and losses; 
and consult with each other. A joint venture is similar to a partnership, but it is not a 
partnership. In a joint venture agreement a clause can absolve the principals of joint 
and several liability. The agreement can also state the arrangements that are most 
suitable to the principals for the purchase of assets. Joint ventures can avoid or aim 
for certain tax situations that do not apply to partnerships. In short, a joint venture is 
a type of business structure whose operation is dependent on the content of the 
clauses which form the joint venture agreement, subject to certain obligatory 
statements*’. 

In Alberta in 1981, approximately 86 percent of census farms were 
operated under sole proprietorships; 9 percent under partnerships; 4 percent under 
corporations; and 5 percent under other organization types such as Hutterite 
colonies**. Unfortunately, statistics on privately owned land in Alberta are hard to 
come by. On this point, the Parlby study notes only that 87.5 percent of the 
landowners in the 1974 study were individuals and 12.5 percent were partnerships 
or corporations®’. 

In the United States, 90 percent of the owners of privately held farmland 
were classified as sole proprietor or husband-wife owners but they only owned 74 


percent of privately held farmland. Family partnerships and family corporations 


“Ibid. pp. 4 1-42: 

‘sDave Wreford, ed., "The Partnership that Isn't," Country Guide: The Farm Magazine (April 
ISS2) 0258. 

statistics Canada, 7987 Census of Canada: Agricu/ture, A/berta (Ottawa: Statistics 
Canadas tOS1)piis= le 

57GBH. Pariby, An /nvestigation into Rural Property Ownership in Alberta, (Edmonton, 
Alberta: Alberta Land Use Forum, Technical Report No. 6A, 1974): p. 16. 


ravi ears ch. 


sos &) UG*erug ¢ ical im wr 


ioe esis iee-< sera ge eral 


some as site ore ey oe °w oe ah Sa te 
s1Anvtene neewrrea4 wd .are@ Wolh ee ee) 


m d¢ hori’ se ee a0 ee = 9 aaGh saggy Wea! ia 
ee ae wits fet 1 hee samecbaralh? vail mone 


~=cCv" es 


—- POC ip Sears rieelp Gelfage th + 


Sie @ GO PRTG) (Cte es Aegis omy ea AY 
tt — ve re mB Ytarnegd > O20" a ameais peboned ty ened 7 


i wire) 


nxih@oSet i mi y > Al 7 “ 7 jPaee i @? =e" (eae = i 
le ee reratare 
; ; ‘ 7 7 
ives) ie ie) ateateg %4¢ ie 9c =e. wane i ja er "my aecih fe 


Aer aera & areata, TO Pm 


sTearliZ vids rh rel iti, Pee 


i Ow a Pan iP i: | 4) Gar: 


eC © (eat Te, (ert girc 


sldte @r en etm renews FR 


eres? ee vine 9 


( \ermaar side's on Tb OME EE © abies 


he Cena Vira? =a egies 


‘is nai ile re 


9 


ay «t ie? 6 2280 Gi © @ 


ee oe 


enone. saa BAIT 


> 


eS CHeQA> @. 
Te (136 Sie 


oon oh eet “ere 


be en, i Gh Coed 
; | Ue Fee eoweged. 
iets yeeros “cane” § 


ide S78! we ne 

. ireeietee 

a ok Op ae ets aes 
TS a | 
> a ae os! sinter 49, 


a tates 


calgon 


eee 
re 


(ee) 
100) 


owned 18 percent of the privately owned land, while non-family partnerships and 
corporations and groups held the remaining 8 percent*®. 

Individual land ownership and sole proprietorship business structures are 
expected to be the dominant forms of business structure shown in the results of the 
study. Joint venture business structures may have been adopted in place of some 


partnerships but they are still expected to be fairly uncommon. 


Economies of Size 

Some studies have suggested, as noted in Chapter Two, that the recent 
increases in land values are due in part to demand by farmers for tracts of land to 
add to their holdings. Demand by existing farmers is partly a reflection of their 
financial ability to purchase land, likely with the assistance of the large capital gains 
on land they already own. Owners of a debt-free farm may spread the cost of 
additional land over their entire acreage and bid this advantage into a higher price 
offer for other land that comes onto the market. In this way, farmers with smaller 
operations and lower income may be less able to compete in purchasing available 
local farmland. That is, they may be "priced out of the land market”. 

A farmer may “spread” the relatively fixed costs of his machinery and family 
labor over more acreage to the extent that this is possible and so reduce the per 
acre cost of farming the land. In other words, an operator enjoys cost economies 
when a larger scale of operation makes it possible to make more effective use of 
managerial ability or to better use the underutilized capacity of some factors like 
labor and machinery. 

Several technological changes may have created an economic environment 
conducive to increased farm size. Larger equipment and increased availability and 
use Of chemicals have led to economies of scale. More land can be cultivated in a 
shorter period of time with less labor and with larger equipment. The producer may 
be able to (and may need to) distribute the fixed costs of larger machinery over a 
larger land base. These technological changes may have provided substantial 


advantages to large farming operations and consequently may have encouraged 


’83David A Lins, Neil E. Harl, and Thomas L. Frey, Farm/and, (Skokie, Illinois: Agri Business 
Publications, 1982), p. 14. 
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growth in farm size. This may also have caused the feature that, over time, a larger 


percentage of total farm income has been earned by the larger farms. 


D. The Possibility of a “Ripple Effect” 

A possible "ripple effect’ ts thought to be caused by high prices for land in certain 
areas of the province. In Alberta, farmers may sell their land for very high prices near 
urban areas or in the area between Edmonton and Calgary and use their profits to bid up 
land prices in other areas of the province where land prices are not as high, like the Peace 
River region. The impact of such possible tendency for farmer relocation has been 
difficult to document and, in fact, very little written information is available on the concept 
of the ripple effect. Speculative reasoning suggests that a producer who receives high 
prices for his land and yet who does not wish to stop farming can outbid beginning 
farmers or those who need large amounts of credit in order to purchase more land. If this 
tendency exists, it may be enhanced by the rollover provisions in farm capital gains tax law 
which stipulate that a farmer can sell a farm and buy a similar farm business asset by the 
end of the taxation year immediately following the year of sale provided certain 
qualifications are met. In this way, capital gains tax is deferred. 

Since documentation of the ripple effect has been difficult, no actual statistics on 
its existence have been accumulated. This study will attempt to determine if the "ripple 
effect” occurs and whether it appears to be a major force in affecting the prices for 


agricultural land in Alberta. 


E. Conclusions 

From the preceding discussion it is apparent that this study will cover a wide range 
of topics relating to agricultural land purchases. It is anticipated that specific analyses of 
the data obtained for the study will be required to provide adequate information on the 
topics. Observations for residence, age, and occupation groups and financing sources will 
probably be helpful in discussing the hypotheses formulated. Other information on the 
existence of off—-farm jobs and previous sales will also be useful. Since one of the major 
purposes of this study is to obtain information on the motivations behind decisions to 


purchase land, one section of the analysis will be devoted to presentation of these reasons 
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and their relationship to the different types of buyers found in the study. 


40 


IV. METHODOLOGY 


A. Introduction 


There are generaily two basic types of data available for research studies such as 
this one. These are primary and secondary data. Secondary data which would meet the 
specific research needs of this study, however, were not available. It was clear that 
primary data sources would be needed to provide the information called for. 

The selection of a research methodology follows from the type of data to be 
analyzed. The descriptive survey method is appropriate for data derived from primary 
sources, such as those obtained through a questionnaire. In the following sections of this 
chapter, the descriptive survey method employed by this study will be outlined in terms of 
the method of data collection, the population from which the data was derived, and the 


sampling method. 


B. The Questionnaire 

There are a wide variety of methods which may be used to collect data) The three 
basic types of data collection are personal interviews, telephone interviews, and 
self—enumeration. Self-enumeration through a questionnaire delivered to the 
respondents in the mail was determined to be the most appropriate method of data 
collection for this study. The administration procedure for mail questionnaires was 
considered to be relatively simple and less costly in terms of manpower and money when 
compared to that for telephone or personal interviews. This method would allow the 
canvassing of a geographically diverse sample in the Province of Alberta through the 
central location of Edmonton. All persons selected to be part of the sample could be 
reached, even if they were not home. A mail questionnaire was also chosen since 
responses to them have been shown to be as accurate as those obtained through 
interviews and their anonymity seems to favor more accurate replies on sensitive issues*’. 
It was also felt that mail questionnaires would allow the respondent to reflect in privacy 
and respond at his convenience. This method of data collection would also be free from 
interviewer bias. 


SEL Filion, "Increasing the Effectiveness of Mail Surveys,” W//d//fe Society Bu//etin, 6 
(FalltS76): pp. 135-136. 
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Problems can also be associated with a mail questionnaire Some of the major 
problems with this type of data collection lie with the respondents: they do not 
automatically return mail questionnaires; they do not always fully complete questionnaires; 
and the wrong person may fill out the questionnaire. The quality of replies is also a matter 
of concern®®. These problems were reduced and controlled by ensuring that certain 
conditions were Satisfied in the mail survey. A relatively complete mailing list was 
available. Questions were clearly formulated and structured The questionnaire was 
complete but reasonably short and simple to understand. Finally, procedural techniques 
were planned and executed so that survey participation would be maximized. These 
conditions helped ensure satisfactory results from the mail survey and helped to minimize 
biases due to survey sponsorship, memory failure, and question wording. 

Mail surveys are often criticized because of the low response rates which they 
may elicit. High response rates tend to reduce nonresponse bias and increase the 
precision of survey estimates. Mail questionnaire response rates may be improved by 
motivating the respondents to answer the questionnaire. Motivation may be enhanced by 
sending an advance letter explaining the nature and purpose of the survey to members of 
the sample before the questionnaire is mailed and by enclosing a self-addressed, postage 
paid return envelope with each questionnaire®. In this study, potential respondents were 
mailed a covering letter along with the questionnaire. A copy of this letter is shown in 
Appendix A. This letter explained the nature of the survey and attempted to convince the 
recipient that his response was required. The letter also emphasized the ease with which 
the questionnaire could be completed and returned. An expression of appreciation for a 
reply and an individually signed letter were also used in an effort to obtain a high response 
rate. 

Response rates to mail surveys may also be improved by careful consideration of 
the format, content and attractiveness of the questionnaire®’. The length of the 
questionnaire and the ease with which it could be completed were felt to be important 


considerations. Questions were not overcrowded and they were formulated so that there 


6° John B. Lansing and James N. Morgan, Economic Survey Methods (University of 
Michigan, Ann Arbor, Michigan: Survey Research Center of the Institute for Social 
Research, 1971), p. 104. 
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62 Statistics Canada, Basic Questionnaire Design (n.p.. August 1979), pp. 103-104. 
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was a standard way of answering them. Ease of editing, coding and keypunching were 
also considered in the questionnaire format. The questionnaire contained a description of 
the subject under investigation and noted the benefits of the survey. Instructions for the 
completion of the questionnaire were included. The questions showed some logical 
interdependence and shorter, easier, questions were asked first to encourage the 
respondents. An attempt was made to use clear language which would be understood by 
all respondents. Questionnaire attractiveness was enhanced by paper quality and size and 
style of print. Maintaining a high level of quality control in the printing of the questionnaire 
also improved its attractiveness. A copy of the questionnaire is given in Appendix A. 
Follow-ups are one of the most effective techniques used to maximize the rate of 
returns. A follow-up is a reminder which implies that a response is important®?. Mail 
follow-ups may take various forms including a simple postcard reminder or a formal 
letter. In this study, a reminder consisting of a second covering letter and another copy of 
the questionnaire were sent to every member of the sample with the exception of those 
respondents who did not receive the first mailing®*. This insured that an attempt was made 
to contact each respondent at least once. A copy of the second letter is given in 


Appendix A. 


C. The Population 

One of the most important decisions to be made in research is the selection of 
subjects to study. The population under study is seldom used in its entirety because of the 
high costs attributed to obtaining information if the population or geographical area is 
large. Instead, a sample of the population is generally drawn for study. The basic idea in 
sampling is that the analysis of some of the elements in a population provide useful 
information on the entire population®’. Since a list of agricultural land transferees was 
available, it became necessary only to adjust that list to fit the requirements of the study. 
The discussion that follows outlines how the population list was formed and describes the 


adjustments made to that list in order that a sample could be drawn from it. 


TOM, p.0hso. 

64 These respondents usually had moved and left no forwarding address or they failed to 
pick up their mail from General Delivery at their local Post Office. 

65 C. William Emory, Bus/ness Research Methods (Homewoog, lllinois: Richard D. Irwin, 
inc, 1978), py Leo: 
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The Alberta Land Titles System 


Legal Descriptions 

Most of the land in Alberta has been surveyed on the basis of the Third 
System of Township Surveys*’. Under this system, land is described by meridians, 
ranges, townships and sections. There are three meridians, or lines of longitude, 
which run north and south through Alberta. Land is described as being West of the 
4th, 5th, or 6th Meridian. Between the meridians are columns called Ranges. Ranges 
are consecutively numbered from east to west beginning at each meridian. Rows of 
Townships then cross meridians and ranges. Township rows are consecutively 
numbered beginning with the most southerly one on the U.S. border and moving to 
Township Row 126 which is on the Northwest Territories boundary. Each of the 
areas marked off by township rows and range columns is called a Township. 
Townships are six miles square and contain 36 one mile square Sections. Sections, 
which contain about 640 acres, are further divided into four Quarter—-Sections, each 
of which contains about 160 acres. Quarter-Sections are referred to by their 
directional positions (ie. Northwest, Southwest, Northeast and Southwest)*’. This 
system ts described in Figure IV. 1. 

Meridians, ranges, townships and sections are used to legally describe land 
which has not been subdivided. Unsubdivided land is also called rural land. 
Subdivided land, as for a city, town, village or acreage, is legally described by Plan, 
Block, Lot and Unit numbers depending on the land being described. Agricultural land 


in this study is described by meridian, range, township and section. 


Surface and Mineral Rights 

Land generally refers to that which extends from the center of the earth to 
the outer limit of the atmosphere. Up to 1887, the Dominion of Canada granted 
mineral rights with surface rights to land; after that no mineral rights were issued. In 


1905, Alberta became a province and in 1930, the power to grant both surface and 


6614 1870, the Hudson's Bay Company surrendered "Rupert's Land,’ to which it held 
extensive rights, to the Dominion of Canada. This area extended from east of Winnipeg to 
the Rocky Mountains. The new Territories were surveyed by this system. 

67 Alberta Attorney General, An /ntroduction to A/berta Land Tit/es, (Edmonton, Alberta: 
ip, ISO) spp. 4=6. 
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FIGURE I1V.1: 1981 Alberta Land Survey: The Third System 0 
Township Surveys 
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mineral rights was transferred from the Government of Canada to the Government 
of Alberta) The province will lease but not sell any of the mineral rights it owns 
This means that if a person owns surface rights to land in Alberta he probably owns 
only the surface, the air above it and the soil below it. It is unlikely that he owns the 
minerals. A owner of mineral rights to a parcel of land may own one, several or all 
the minerals in that parcel. Mineral certificates specifying what minerals are owned 
by whom on a specific date, and what mines and minerals are shown in the 
disposition are issued to concerned parties before any transfers, mortgages or 


leases of mineral interests occur. 


Ownership of Land 

A person may be the sole owner of a parcel of land or he may be a joint 
tenant or a tenant-in-common with one or more persons. When a joint tenant dies 
the surviving tenants acquire his interest in the land. When a tenant-in-common 
dies, his share of the land goes to his heirs, not to the surviving tenants. Joint 
tenancy must be stated on the title, or the tenancy defaults to tenancy—in—common. 

The greatest interest an individual can have in land is called an estate in fee 
simple. In this case an individual's rights to land are subject only to applied 
government restrictions. The owner of a fee simple holds it for all time present and 
future, but it may be returned to the government in the event of his dying without 
heirs and without having a will outlining its disposition. Life estates (where 
ownership is granted only for the duration of a specific person's lifetime) and 
leasehold estates (where ownership is granted for a specific number of years) 


constitute lesser interests in land®:. 


The Land Titles Offices 

There are two land title registration offices in Alberta) The South Alberta 
Land Registration District office is in Calgary and it is responsible for all the land 
from the U.S.A./Alberta border to, and including, Township 34. The North Alberta 
Land Registration District office is in Edmonton and its responsibilities apply to the 
land from Township 34 to the Alberta/ Northwest Territories boundary. Figure IV.2 


66 JE. Smyth andD.A. Soberman, 7he Law and Business Administration in Canada 
(Scarborough, Ontario: Prentice-Hall of Canada, Ltd, 1964), pp. 509-511. 
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indicates this division of the province. 

The Land Titles Offices examine documents submitted for registration against 
land in Alberta. After they are accepted and registered, the offices record the 
details of the documents and their registration on the appropriate land titles. Each 
Office also provides title, document and survey searches for legally described 
property in Alberta to the public. This form of land ownership and transfer is the 
Torrens System. Under this system, the government guarantees the accuracy of the 
title. Through this guarantee, an individual trying to discover the state of a title will 
receive a complete statement of that title, valid to the moment the statement is 
issued. If errors are made by the Land Titles Offices and a loss is suffered, the 
Assurance Fund provides compensation in monetary form to the affected party. All 
transferees must pay an Assurance Fund fee which is based on their, or their agent's, 
opinion of value for the land under consideration at the time of registration. In other 
words, Assurance Fund values represent the present value of land for the purpose 
of the transaction. Fees are charged on the basis of this value and the money 
received is deposited to the Fund. 

Legal documents, such as transfers, authorize the Land Titles Offices to issue 
Certificates of Title to land These certificates are prepared in triplicate. The 
original Certificate of Title is kept in the Land Titles Office; the Duplicate Certificate 
of Title is issued to the landowner if there are no mortgages outstanding against the 
land; and the Land Title Change form is forwarded to the appropriate municipal 
authority for updating of its taxation records. The Certificate of Title is the sole 
source of information on a title. A copy of a Certificate of Title is given in Appendix 
A. 

The front of the title contains the legal description of the property, the nature 
of all surface and mineral rights against the property and the names of the owners of 
these rights. The back of the title is used to record all registrations. Charges against 
the land are registered on the left side of the title; discharges are registered on the 
right side of the page. The amount of land included on any one title is restricted to a 


maximum of one section for unsubdivided (rural) land. 
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Alberta Municipal Affairs Land Title Changes Listing 

The Central Services Branch, Alberta Municipal Affairs maintains, updates, and on a 
quarterly basis, produces and distributes a computer listing of all the land title changes 
which occur in each calendar year in the Province of Alberta (excluding Edmonton and 
Calgary). The information for this listing is obtained from the Land Title Change forms 
completed for each property transaction by the North and South Land Titles Offices. 

An example of the information given in the Alberta Municipal Affairs land title 
changes listing ts given in Figure IV.3. This example is a copy of one page of this listing 


The listing contains the following information: 


iy legal description (meridian, range, township, section) 

Es plan number 

a block number 

4. lot number 

Sy number of lots 

6. land use (indicates the use of a parcel other than normal residential or farming uses) 
he parcel size in acres 

8. certificate of title number 

SI portion code (refers to part of a block or lot involved in the change) 


10. status code (provides ownership status other than a private individual) 

11. interest (indicates the extent of the ownership by those listed on the change form) 
12. card number (used to edit and correct the listing) 

13. Canada Land Inventory record (indicates the main soil capability class in each quarter 


section in a title) 

14. Assurance Value per acre 
15. registration date by month and year 
16. Assurance Value total 

The listing from which the study sample was drawn included rural areas sorted by 
municipality and legal description with the exception of Improvement Districts 4,9,12,13 
and 24 which are National Parks. 

The final listing obtained from Alberta Municipal Affairs contained all the changes 


made to land titles in Alberta in 1981. The list was 473 pages long and contained over 
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20,000 changes. Changes to titles can occur for any number of reasons. A change in 
name, a transfer into the name of an executor of an estate, a transfer of provincial crown 
land to private ownership, and a transfer from a seller to a buyer all involve a change to a 
title and cause that title to be included in the Land Title Changes List. 

The Land Title Changes List includes all changes in land ownership. It does not 
differentiate between land used for residential or farming purposes. Because this study 
concentrates primarily on transfers of agricultural land and to facilitate comparison with 
analysis of assurance fund land value tabulations by Alberta Agriculture, the acceptable 
land title changes were restricted to parcels of over sixty acres. This reduced the 
population studied to slightly more than 17,700 land title changes. The population could 
more accurately be defined as the list of all land title changes to agricultural land in Alberta, 


in 1981. 


D. The Sample 

Sampling is based on two premises. The first is that the elements in the population 
are similar enough that some of them will adequately represent the characteristics of the 
population. The second premise is that the sample can be drawn in such a way that 
variations in item values tend to counteract each other. This counteraction tendency 
should result in a sample value generally close to the population value. For this offsetting 
to occur there must be enough elements in the sample and they must be drawn so that 
neither the overestimating nor the underestimating tendencies are favored®®. 

A valid sample must be accurate or free from bias. There are no known or 
unknown influences affecting the sample scores in an accurate sample. A sample must 
also be precise. In theory a precise sample differs from the population only as a result of 


random fluctuations inherent in the sampling process”®. 


Sampling Technique 

There were a variety of sampling techniques available. The one selected for this 
study was chosen on the basis of the requirements of the project, its objectives and the 
funds available. Probability sampling was chosen because it is based on the concept of 
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random sampling. This procedure assures that each member of the population has a 
Known non-zero chance of selection. Further to this, the population elements being 
studied in this project had an equal chance of being selected into the sample. This 


sampling procedure is called simple random sampling 


Sample Size 

Besides being dependent on the population to be studied, an appropriate sample 
size must consider cost and the data collection method. Since the method of collection 
was to be by self-administered questionnaire mailed to respondents and funds for 
administration of the questionnaire were budgeted to approximately $6,000, sample size 
could not be larger than 2,000. Since response rates are generally low for mail 
questionnaires and the percentage of purchasers (the primary unit of analysis) in the 


population was unknown, the decision was made to select the maximum sample size of 


2,000. 


Selection of Sampling Units 

To facilitate the choice of the elements for the sample, an entry number of four 
was drawn at random, "from a hat’. This number indicated that the fourth element on the 
population list was to be the first element on the sample list. Since the population 
contained over 17,000 elements and approximately 2,000 of these elements were to be 
included in the sample, it was determined that every eighth land title change should become 
part of the sample. This selection process would yield over 2,200 units, but it was 
realized that some of the changes selected would likely be for the same landowner. Since 
each landowner was to receive only one questionnaire, replacements would be available 
for those names which appeared twice on the sample list. 

The list of land title changes included in the sample was submitted to the Land Titles 
Offices. A photocopy of each title appearing on the list was obtained. These 
photocopies provided the names and addresses of those individuals to be surveyed. 

The occurrence of duplicate names proved to be more frequent than had been 
expected. This necessitated the selection of a supplementary sample which was taken on 


the same basis as the first sample, with the exception of the selection number which was 
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eighty. The final sample list contained the names and addresses of 1,990 individuals, 
companies, hutterite colonies, and provincial organizations. Many titles indicated that two 
or more parties owned the land in question. In these cases the first name appearing on the 
title was selected to be part of the sample. The number of transfers sampled in each 


municipality is shown in Appendix A. 


The Pretest 

Pretesting, which is a standard procedure in surveys, is highly recommended for 
improving questionnaire design and thus enabling increased reliability and validity of 
responses. Ambiguous questions, poor wording and incomplete sets of answers are 
often brought to light in a pretest. 

On November 8, 1982, fifty sampling units were selected at random to be part of 
the questionnaire pretest for the study. Each unit was mailed a copy of the questionnaire 
and a self-addressed, stamped envelope. A thirty-four percent response rate was 
achieved from the pretest. No indication was given on the questionnaire that it was a 
pretest. Pretest responses indicated the need for some changes in the questionnaire but 
because the changes were not extensive the pretest responses were transferred to the 
improved questionnaire as accurately as possible and were included in the final sample and 
response analysis. Those in the pretest sample did not receive a separate second mailing. 
They were sent a second mailing at the same time as were the balance of the sample. 
Although failing to separately send the second mailing to the pretest sample did not allow 
the determination of the improvement in response rates from a second mailing, 
discussions with other researchers on the success of second mailings suggested that the 
meeoenee. rate of the total survey might be expected to increase by 50 percent with a 


second mailing. 
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V. RESULTS OF THE 1981 ALBERTA LAND SURVEY 


A. Response Rates of the Survey 

A total of 1,990 questionnaires were mailed on December 8, 1982 to the 
individuals selected through the sampling process to provide the data for the study. A 
total of 638 responses were obtained to the first mailing. One hundred of the 
questionnaires were returned unopened by the post office and, as it was not possible to 
trace the mailing addresses of these individuals, they were subtracted from the sample. 
These individuals did not receive a second copy of the questionnaire. On January 23, 
1983 a second copy of the questionnaire was mailed to the remaining 1,890 individuals. 
A total of 310 responses were obtained from the second mailing. Thirty-five of the 
questionnaires were returned unopened by the post office. This left the final sample size 
of the survey at 1,855. The total response rate of the survey was 51.5 percent or 948 
acceptable responses. Assuming the thirty-five individuals whose questionnaires were 
returned unopened in the second mailing did not receive the first mailing, the first mailing 
had a response rate of 34.4 percent and the second mailing had a response rate of 16.7 
percent. The response rate to the second mailing, therefore, was about half that of the 
first mailing. This result is consistent with the expectation outlined in Chapter 4. 

It is usually assumed that the response rate to a questionnaire administered through 
the mail will be low and that various techniques should be employed to improve that rate. 
The use of several of these techniques in this study appears to have been successful. 
Consideration should also be given, however, to the topical nature of the study in regard to 
the increase in land values from 1970 until late 1981 and their subsequent stabilization in 
late 1981 and in 1982. Increasing public awareness of the problems associated with 
landownership in Alberta may have generated interest and a desire for more information. 
The relatively large number of individuals from the sample who requested a copy of the 


results of the study would seem to support this. 
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B. Testing for Non-Response Error 

Non-response error is the type of error which can result when a researcher 
encounters difficulties in locating a respondent who has been selected into the sample. A 
bias can result when the non-respondents vary from the respondents in some systematic 
way. Ideally the existence of a bias could be determined by comparing the two groups. In 
this survey, it was not possible to test whether or not respondents differed from 
non-respondents. Since two mailings of the survey were completed, however, it was 
possible to determine if any significant differences existed between the first and second 
mailings. The existence of differences would mean that the respondents to the first and 
second mailing came from different populations and that something may have motivated 
respondents to the first mailing that did not motivate respondents to the second mailing or 
visa versa. This would suggest that some non-response error was present in the results 
and appropriate corrective measures would be necessary. The Mann-Whitney U test was 
used to test for significant differences between the two mailings. Only the null hypothesis 
that there was no difference in education of respondents who purchased land in the first 
and second mailings was rejected at a .05 level of significance. The average number of 
years of education of the respondents to the first mailing was 12.5 and to the second 
mailing was 11.8. Forty-two percent of the respondents to the first mailing had obtained 
an education higher than the median education of 12 years, by December 31, 1981. Only 
35 percent of the respondents to the second mailing had obtained more than 12 years of 
education. 

The rejection of the null hypothesis that there was no difference in education 
between the first and second mailing signifies the existence of some non-response error. 
From the results, it would appear that there is a slight bias in the sample towards more 
educated purchasers responding to the first mailing. This may be due to an ability, on their 
part, to read faster and to comprehend easier the nature and meaning of the questions. 
More educated individuals may be more knowledgeable of the importance of responses to 
questionnaires in obtaining meaningful study results. They may also have a desire for more 
information on the topic. It was felt that the remainder of the data and the general results 


of the survey would not be seriously affected by this bias. 
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C. Frequency Distributions 


Land Title Transfers 

The frequency distribution for respondents reasons for the land title changes they 
were involved in, in 1981 are shown in Table V.1. Of the 948 individuals who responded 
to the mail survey, 482 (50.8 percent) had been involved in a land transfer for the purpose 
of purchasing agricultural land in Alberta in 1981. Over 49 percent of the respondents 
were involved in a title change for a reason other than a purchase of agricultural land 
Eighty-seven (9.1 percent) of the 948 respondents were party to at least one other title 
change. Almost 53 percent of these 87 respondents were involved in a family transfer; 
12.6 percent in an estate transfer; and 8 percent in a change of name. 

While more of the respondents were expected to indicate a second reason for a 
title change, since a fairly large number of duplicate names were encountered in choosing 
the sample for the survey, the respondents may not have remembered any other changes 
in 1981. Some of the purchasers may have included more than one agricultural land 
purchase under the same title change without realizing that their purchase may actually 
have involved several title changes. This might explain why none of the respondents 
indicated that they had been involved in more than one title change for the reason of 


purchasing agricultural land. 


Age of pecpondente 

The distribution of ages of respondents who purchased agricultural land is 
indicated in Tables V.2 and V.3. The mean age, as of December 31, 1981, of purchasers 
of agricultural land in the survey was 36.98 years. The minimum age of any purchaser was 
17 years; the maximum age was 83 years. The standard deviation of this variable among 
responses was 12.15 years, indicating that 68.26 percent of the purchasers were 


between the ages of 25 and 49. 
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In comparing the age of respondents to this survey with Statistics Canada’s 1981 
Census, it is evident that the survey respondents were young relative to the 1981 
census—farm operators in Alberta”. Most of the survey respondents were between 25 
and 44 years while those in the census were mostly between 35 and 54 years™. Albert 
census statistics show that in 1981 only about 45 percent of farm operators were less 
than 45 years old while the comparative statistic from this survey of land purchasers was 
that 74 percent of them were less than 45 years old”. It is important to note that the 
average age of Alberta farm operators according to the 1981 census was 46 years; this 
was 9 years greater than the average age of the survey respondents. It appears that many 
1981 agricultural land purchasers may have been beginning farmers and accordingly, may 


have been relatively young. 


Education of Respondents 

This variable measured the number of years of education obtained by agricultural 
land purchasers responding to the survey. The most commonly occurring value was 12 
years which generally represents graduation from high school. The average number of 
years of education obtained by the respondents was 12.388 and over 68 percent of all 
the respondents had received between 9.7 and 15 years of education. The distribution of 
this variable is shown in Table V.4. 

The education statistics from the 1981 census were not available for comparison 
with the survey results but Paul Shaw, in a study completed for Statistics Canada, found 
that 47.5 percent of census—farm household heads in Alberta in 1971 had less than a 
grade nine education”. Only 6 percent of the purchasers in this study recorded less than a 
grade 9 education. This may be a reflection of the comparatively young age of 
respondents in this sample. Higher levels of education, at least to the completion of high 
school, may have become much more frequent in the very innovative field of agriculture. 


1According to the 1981 Census, a census farm is aranch, farm or other agricultural 
holding with sales of agricultural products during the past 12 months of $250 or more. 
This included operations with anticipated sales of $250 or more in 1981. A census farm 
operator is the person who is responsible for the day-to-day decisions made in the 
operation of the holding. 

Statistics Canada, 7987 Census of Canada: Agricu/ture , A/berta (Ottawa, Ontario: 
Minister of Supply and Services, October 1982), p.13~1. 

73 Alberta Agriculture, Agricu/ture Statistics Yearbook, 71981, p. 74. 

74 Paul Shaw, Canada’s Farm Popu/ation (Ottawa, Ontario: Minister of Industry, Trade and 
Commerce, Statistics Canada, 1979), p. 40. 
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TABLE V.4: 1981 Alberta Land Survey Frequency Distributions: 
Years of Education Completed by Agricultural Land Purchasers as of December 31, 


1981 
YEARS OF FORMAL ABSOLUTE RELATIVE CUMULATIVE 
EDUCATION FREQUENCY (No.) FREQUENCY (%) FREQUENCY (%) 

O-8 years © 29 6.2 6.2 

9-11 years gs) 24.9 Stl 
12 years 134 28.8 Sishe: 
13-14 years So Zale Sue 

15-16 years GA Ie 94.2 
17-21 years 26 a6 100.0 
TOTAL 465 100.0 100.0 


TABLE V.5: 1981 Alberta Land Survey Frequency Distributions: 
Residence of Agricultural Land Purchasers on December 31, 1981 


RESIDENCE ABSOLUTE RELATIVE 
CATEGORY FREQUENCY (No.) FREQUENCY (%) 
Outside of Canada 2 0.4 
In Canada, outside Alberta 1B) ile 
In Alberta, in a city* oF 78 
In Alberta, in a town** 44 9.3 
In Alberta, on a farm 373 78.3 
Other residence T2 2.5 
TOTAL AT3 100.0 


*city: population 10,000 and over 
**town: population under 10,000 
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Some individuals with agricultural backgrounds who would like to farm may have been 
forced to obtain a higher education in order to obtain a non-farm job. It must be 
remembered as well that a proportion of the purchasers were not agriculturally oriented. 
Non-farming individuals have been shown to have higher levels of formal education than 


farm operators and this may have had an upward influence on the survey results.’* 


Residence of Respondents 

Of the 482 purchasers who responded to the survey, 473 indicated their place of 
residence. The distribution of this variable is given in Table V.5. Approximately 79 
percent of the respondents indicated they were living on a farm in Alberta on December 
31, 1981. Statistics Canada information on the residence of census-farm operators in 
the province in that same year shows that over 91 percent of operators resided on the 
farm operated”®. The relatively lower percentage of survey respondents residing on a farm 
in Alberta may be due to the inclusion of non-farmers, who may be less likely to reside on 
farms, in the sample. 

The number of questionnaires returned by respondents from each of the six areas 
of residence provided in the questionnaire were compared with the number of 
questionnaires mailed out to these areas. Similar rates of response from all six areas of 
residence suggested that the survey results were fairly representative. The response 
rates from the six areas of residence were as follows: outside Canada, 28.6 percent; 
outside Alberta, 15.6 percent; and inside Alberta, 25.6 percent. It should be noted, 
however, that these are the response rates of those respondents who purchased 
agricultural land in 1981. Those who did not purchase agricultural land were not asked to 


provide their place of residence in the questionnaire. 


Occupation of Respondents 

The occupation of purchasers responding to the survey was overwhelmingly 
"agriculture" as is indicated in Table V.6. Agricultural occupations for the purpose of this 
study were definded to include farming and ranching. The other more common responses 
were from purchasers whose occupation was in education, health, or welfare and 


FAietiehies Si). 
6Statistics Canada, 7987 Census of Canada: Agricu/ture, Alberta, p. 13-1. 
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construction, communications, or transportation Only 132 of the purchasers indicated that 
they had more than one occupation. Of these, 25 percent were employed in mining, 
quarrys or oil well work, and 28.8 percent were employed in construction, transportation, 
or communications work. 

Of purchasers giving agriculture as an occupation, only 30.2 percent indicated they 
had another second occupation. Of all those indicating two occupations, 96.2 percent 
gave agriculture as one of them. Only 4.8 percent of the purchasers who were not 
employed in agriculture indicated they had a second occupation. Second occupations 
given by agricultural purchasers were predominantly mining, quarrys, or oil wells and 
construction, transportation or communications. 

Given the high proportion of respondents who resided on a farm in Alberta, it may 
not have been unusual to also find that a high proportion of them (88 percent) were 
employed in agriculture. That a relatively large proportion of purchasers with more than 
one occupation were involved in mining, quarrys, or oil wells (25 percent), may be 
explained by the importance of the oil and gas industry in this province. Many jobs in 
these fields, as well as in construction and transportation, operate with flexible hours and 
shifts. Many of them pay fairly well and can be restricted to winter work only. These 
factors may facilitate the use of these types of jobs as a means for individuals to enter 
into part— or full-time farming. 

For the remainder of the study the occupations of respondents will be reclassified 
as either agricultural or non-agricultural. This was done for ease of comprehension and 


to facilitate the detailed analyses which follow in Chapter VI. 


Extent of Off-Farm Jobs Among Respondents with an Agricultural Occupation 

This particular portion of the survey was applicable only to those purchasers who 
indicated their occupation was agricultural in nature. The distributions of off—farm jobs 
among respondents with agricultural occupations and their spouses are shown in Tables 
V.7, V.8, and V.9. Over 79 percent of the respondents with agricultural occupations 
implied that they had a spouse before they purchased land in 1981. Of these spouses, 28 
percent had worked off the farm in 1981 before the land was purchased (Table V.7). 


Over 83 percent of the respondents who had an agricultural occupation implied that they 
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had a spouse in 1982. Of these spouses, 31 percent had worked off the farm sometime 
in 1982 (Table V.7). 

Of the 166 individuals who, as well as having an agricultural occupation, also had an 
off-—farm job in 1981 just prior to buying agricultural land, over 82 percent also had an 
off-farm job in 1982, 47 percent of them had a spouse who had an off-farm job in 
1981, and 44 percent of them had a spouse who had an off-farm job in 1982 (Table V.8). 
Of the 180 individuals who had an agricultural occupation in 1981 and also had an 
off-farm job in 1982, 75.6 percent had such a job in 1981, just prior to their land 
purchase; 40.5 percent of them had a spouse who also had an off-farm job in 1981 just 
prior to the land purchase; and 43.8 percent of them had a spouse who had an off-farm 
job in 1982 (Table V.9). Information from Statistics Canada indicates that about 41.5 
percent of census-farm operators in Alberta in 1981 reported some days of paid 
off—farm work. This would appear to support the survey results”. 

Over 3 percent more of the respondents and their spouses obtained off-farm 
jobs in 1982 than had off—-farm jobs in 1981 before their land purchase. This increase in 
off—farm employment may have come about because of the drain on cash flow associated 
with a land purchase or by difficult economic conditions experienced during the recession 
which began in 1982 or by some combination of reasons including these two. Brake and 
Wirth’®, in their study of capital accumulation among Michigan farmers found that generally 
twice as many operators as their spouses had an off-farm job in 1964. This study, in 
comparison, found that roughly only a third as many operators as their spouses had an 
off-farm job. This difference in results may be a reflection of changing social attitudes 


towards working wives which probably occurred between 1964 and 1981. 


Farm Business Structures Among Respondents with an Agricultural Occupation 

The division of the types of farm business structures maintained by purchasers 
with an agricultural occupation are shown in Table V.10. It is difficult to compare these 
results with those of other studies since the types of businesses discussed vary by study. 


This study, for example, included joint ventures which are a fairly new type of business 
Statistics Canada, 7987 Census of Canada: Agricu/ture, A/berta, p.13-1. 

7JR. Brake and ME. Wirth, 7he Michigan Farm Credit Panel: A History of Capita! 
Accumulation, (Michigan: Michigan State University, Ag. Exp. Sta Res. Rep. 25, 1964), p. 
6. 
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TABLE V.10: 1981 Alberta Land Survey Frequency Distributions: 
Farm Business Structure of Agricultural Land Purchasers 
with an Agricultural Occupation, on December 31, 1981 


STRUCTURE ABSOLUTE RELATIVE 
FREQUENCY (No.) FREQUENCY (%) 
Individual ay, 60.2 
Partnership Yh) 18:3 
Corporation 50 2 
Joint Venture 38 os 
TOTAL 410 100.0 


TABLE V.11: 1981 Alberta Land Survey Frequency Distributions: 
Number of Years the Agricultural Land Purchasers with an Agricultural 
Occupation, had been Farming 


YEARS OF FARMING ABSOLUTE RELATIVE CUMULATIVE 
FREQUENCY (No.) FREQUENCY (%) FREQUENCY (%) 
0-4 years 114 20:0 290 
5-9 years 97 24.0 53.0 
10-14 years aye: eee) 66.0 
1519 years 47 20 en) 
20-29 years aS 5.0 93:0 
30 + years 29 7.0 100.0 


structure aS was noted in Chapter 3. Statistics Canada groups individuals and 
unincorporated family operations together (these constituted 86 percent of 1981 Alberta 
census—farm operators) but differentiates between written agreement and non-written 
agreement partnerships (which totalled 8.9 percent) and family and non-family legal 
companies (a total of 4.2 percent)’. The greater frequency of corporations, joint ventures, 
and partnerships among farmer purchasers in the survey may be due, in part, to the 
comparatively young age of those respondents. That is, many young purchasers may be 
trying to share the risk of, and the capital resources needed for, farming with someone 


else to ease their entry into farming. 


Years of Farming Among Respondents with an Agricultural Occupation 

The distribution of the number of years during which purchasers with an 
agricultural occupation had been farming is shown in Table V.11. The average number of 
years they had been farming was 12.4 but the range was from O to 54 years. Sixty 
percent of this group of respondents had been farming 12 years or less. The standard 
deviation of this variable was relatively high at 10.6 years, indicating that 68 percent of 
these respondents had been farming for between 2 and 22 years. 

The 1980 Farm Credit Survey found that the average number of years farm 
operators had been self-employed was 24, a figure which was double that suggested by 
this survey. This difference is likely to be the result of the relatively young age of 


respondents in this survey compared to the general farming population. 


Years During Which Respondents had Owned Agricultural Land 

The distribution of the number of years during which the respondents had owned 
agricultural land is shown in Table V.12. The average number of years during which all of 
the purchasers had owned land was 9 but the range was between O and 54 years. 
Sixty-six percent of these respondents had owned land for 9 years or less but the 
standard deviation for this variable was only slightly lower than it was for years of 


farming, at 10.3 (10 to 19 years). 


Statistics Canada, 7987 Census of Canada: Agricu/ture, Alberta, p.13-1. 
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The difference of three years between the average number of years of farming 
and the average number of years as a land owner is not surprising. The results for "years 
as an agricultural land owner” include purchasers with and without an agricultural 
occupation while “years of farming’ includes only purchasers with an agricultural 
occupation. Purchasers without an agricultural occupation may be less likely to own land 
for as long a period of time as purchasers with an agricultural occupation. They may be 
more likely to purchase agricultural land for speculative purposes which implies that they 
would hold land for shorter periods of time. Their inclusion may, therefore, have had a 
depressing effect on the number of years during which respondents had owned 
land. Many farmers may also have started farming some time before they actually bought 


land. 


Acreage in the Parcel Purchased by Respondents 

Respondents purchased an average of 437 acres in the first parcel they purchased 
in 1981 but the average number of cultivated acres purchased was 306.8. Responses to 
both variables tended to be concentrated in quarter—section “bunches” of 160, 320, 480, 
and 640 acres. "Total acres’ covered a range from 60 acres to 5,400 acres, with a 
standard deviation of 531 acres, and "cultivated acres” covered a range of O acres to 
4,000 acres, with a standard deviation of 399 acres. It should be noted that the 
concentration of acres in 160 acre bunches is not unusual given the functioning of the 
Alberta Land Titles system as described in Chapter Four. The frequency distributions of 


"total acres’ and "cultivated acres” are given in Tables V.13 and V.14. 


Market Value of the Parcel Purchased by Respondents 

Of the 482 purchasers in the survey, 454 responded to this question. The 
distribution of the responses is given in Table V.15. The average market value of land 
purchased by respondents of the survey was $682.00. 

Alberta Agriculture produces an annual publication on agricultural real estate values 
in Alberta. The real estate values in this publication, 7987 Agricu/tura/ Rea/ Estate Va/ues 
in Alberta, are based on the assurance fund values reported for rural land transfers 


registered at the Land Titles Offices in Alberta. It has been said that the real estate values 
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in the report represent opinions of value in real estate transfer and primarily represent 
proxies for average market values*®*. This source gives the average value of agricultural 
real estate in Alberta in 1981 as $443.95. This figure was calculated by dividing the total 
value of land transferred in 1981 by the total number of acres of land transferred in 
1981". The difference between this and the average value calculated from respondents to 
the survey was $238 per acre. Alberta Agriculture's yearly calculations, while including 
only those transfers of over 60 acres, also eliminated those transfers having an assurance 
fund value of less than $5 or more than $1,500 per acres. If this value restriction is 
applied to the 1981 Alberta Land Survey market value results, the average market value 
cited by respondents to this study drops to $567 per acre, a value which is still $123 
higher than the Alberta Agriculture publication result. 

Alberta Agriculture published a report in 1982 of a study completed on 1980 
agricultural real estate values. The primary objective of that study was to determine the 
extent to which agricultural real estate values are understated in relation to the opinions of 
local assessors in selected municipalities®?. That report found that agricultural real estate 
values based on assurance fund values as indicated in the annual land value publication, 
were about 21 percent lower than the opinions of value of local municipal assessors*®*. The 
report suggests that this understatement of value has probably been fairly constant from 
year to year. If 21 percent is added to the 1981 Alberta average agricultural land value of 
$443.95, then the average value increases to $537.24, or a figure only $30 lower than the 
average market value found in this survey. 

Statistics Canada information on the total value of land and buildings on Alberta 
farms in 1981 and the total area of farms in Alberta in 1981 suggests that an average 
value per acre of farmland was $634.50". This figure was about $47 lower than the 


average market value of land purchased by respondents to this study. 


*Melville D. Miller, 7987 Agricu/tura/ Real Estate Values in Alberta, (Edmonton, Alberta: 
Alberta Agriculture, Resource Economics Branch, 1981), p. 6. 

Calaliomen 4c 

2MVielville D. Miller, Agricu/tura/ Real Estate Va/ue Check, (Edmonton, Alberta, Alberta 
Agricultural, Resources Economics Branch, 1982), p. 4. 

SIbid. p. 24. 

’4Statistics Canada, 7987 Census of Canada: Agricu/ture, A/berta, pp. 12-1 and 23-1. 
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Canada Land Inventory Classification of the Parcel Purchased by Respondents 

The frequency distribution for the CLI classification of the parcel purchased by 
respondents is shown in Table V.16. The large number of “unknown” responses to this 
variable might suggest that large numbers of individuals do not consider knowing the CLI 
classification of the land they purchase to be of major importance. The annual Agricultural 
Real Estate Values publication®’ provides figures on the average value of land transferred 
in each CLI classification in Alberta. When the average market value of the different CLI 
classes of purchased agricultural land from this survey are compared to the average 
assurrance fund value provided by CLI classification in the Alberta Agriculture publication 
for 1981, large differences appear. For land in CLI classes 1, 2, and 3 the average values 
given by respondents to the land survey is about $100 higher than the values given by the 
Alberta Agriculture publication®®. For land in CLI classes 4, 5, and 6 the average value from 
the land survey is much lower than the value given in the publication. This comparison 
suggests that the assurance fund values for agricultural real estate that are used in the 
Alberta Agriculture publication have a tendency to be undervalued for better quality land 


and overvalued for poorer quality land. 


Distance to City from the Parcel Purchased by Respondents 

The average distance from the parcels purchased by the respondents to the 
nearest city was 72 miles. The standard deviation of the distance variable around the mean 
was 58 miles. The least distance was one mile; the greatest distance was 500 miles 
between the parcel and the nearest city. Concentration was generally in 5 and 10 mile 
groups (ie. 20, 25, and 30 miles). This is probably due to rounding on the part of 


respondents. The frequency distribution for this variable is given in Table V.17. 


Location of Parcel Purchased by Respondents 
The location of the agricultural land purchases made by respondents are presented, 
according to municipality of purchase, on Figure V.1 for ease of observation. The map 


does not indicate many marked differences in the percentages of purchases which 


*sMelville D. Miller, 7987 Agricu/tural Real Estate Va/ues in Alberta, (Edmonton, Alberta: 
Alberta Agriculture, Resource Economics Branch, 1982), p.14. 
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TABLE V.17: 1881 Alberta Land Survey Frequency Distributions: 
Distance to the Nearest City (Population 10,000 and over) of the First Parcel of 
Agricultural Land Purchased in Alberta in 1981 by the Agricultural Land Purchasers 


DISTANCE ABSOLUTE RELATIVE CUMULATIVE 
FREQUENCY (No.) FREQUENCY (9%) FREQUENCY (9%) 
25 miles and less 73 15.0 15:0 
26-50 miles 133 29.0 440 
5 |—75 miles 1 46 23.0 67.0 
76-100 miles 79 17e 840 
101-150 miles a® 10.0 94.0 
151 miles and over 2H 6.0 TOO 
MOA 472 100.0 100.0 


TABLE V.18: 19881 Aiberta Land Survey Frequency Distributions: 
Ownership in 1981 of the First Parcel of Agricultural Land Purchased in Alberta 
in 1981 by the Agricultural Land Purchasers 


OWNERSHIP ABSOLUTE RELATIVE 
FREQUENCY (No.) FREQUENCY (%) 
Individual 281 Do.2 
Family Partnership 130 27.4 
Non-Family Partnership = LS 
Family Corporation 47 9.0 
Non-Family Corporation 8 aly 
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occurred in each municipality. Only County 22 and Improvement District 17 seem to show 
an appreciable difference, in terms of the number of Purchases, from the rest of the 
Province. The location of the agricultural land purchases may be useful in determining 


whether the "ripple effect” occurred among the survey respondents. 


Ownership of Parcel! Purchased by Respondents 

The frequency distribution for this variable is given in Table V.18. These results 
are very similar to the responses for farm business structure. Corporation ownership and 
business structure appear to be almost equally popular but partnership ownership appears 


to be more frequent than partnership business structure. 


Reasons Given by Respondents for Purchasing Agricultural Land 

Most of the respondents indicated that they had more than one very important 
reason for purchasing land in 1981. Table V.19 gives the frequency distribution for the 
rankings of the reasons which respondents gave for purchasing agricultural land. The 
most popular reasons given for purchasing property in 1981 by the respondents were 
"expand existing farm operation”, "establish own farm’, and "closeness to other property’. 
“Help child enter into farming” and "investment” were slightly less popular answers. Many 
respondents (81.6 percent) indicated that they also had “other” very important or important 
reasons for purchasing land and spelt these out. These “other” reasons varied from 
personal reasons to economic reasons. Some wanted to be on their own, to start a new, 
better quality of life, or to ensure a future for themselves and their children. Others were 
buying property because it had been in the family for many years, their father was retiring 
and the opportunity was there to purchase at a reduced price, or they wished to expand in 
cooperation with the family farm. Still others purchased property because they wanted or 
needed to expand their operations for very specific reasons such as grain storage, a 
source of hay and pasture, or a larger herd. 

While the above descriptions of reasons for purchasing land provided some 
information on respondents’ purchasing motives, there is very little information to indicate 
how the various rankings of the reasons compared. The high percentage of respondents 


indicating that they had "other" important reasons for purchasing land seems to express 
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the importance of the purchasers’ individual reasons for purchasing. The important 
reasons for purchasing land coincide with those identified by the literature and a priori 


information as likely to be of importance. 


Acreage Owned, Rented and Purchased by Respondents 

The respondents owned 585 acres of agricultural land, on average, before they 
made their land purchase in 1981. However, the standard deviation around this average 
was 1,127.7 acres and it is important to note that 35 percent of the purchasers did not 
Own any land before their 1981 purchase. The average number of acres owned by 
respondents after the 1981 purchase was 937.3, a full 352 acres more than was owned 
before the purchase. The standard deviation of 1,355.7 acres around the mean number of 
acres owned after the purchase, however, indicates the diversity of this variable. The 
distributions of the acres owned before and after the 1981 purchases by the respondents 
are shown in Tables V.20 and V.21. The results are fairly consistent with the average size 
of parcel purchased of 437 acres. The average size of census farms in Alberta in 1981 
was 813.3 acres. The difference in average size is probably due to differences in 
respondents to the census (restriction by amount of sales) and the survey (restriction by 
acreage)’. 

If the distribution of 1981 Alberta census farms by acreage is compared to the 
same distribution of the survey respondents by acreage owned following the 1981 
purchases, as is shown in Table V.22, it appears that the two groups are fairly consistent 
except in the acreage category of 0 to 70 acres. The difference in this category between 
the two groups is probably due almost entirely to the exclusion of parcels of 60 acres or 
less from the sample. Most of the remaining categories for the two groups differed by 
less than 2 percentage points. 

The respondents rented an average of 338.0 acres of land before they made their 
land purchase in 1981. Again there is wide diversity in responses to this variable. The 
Standard deviation around the mean was 695.8 acres. Fifty percent of the purchasers 
indicated that they did not rent any land before they made their purchase. On average, 


360.5 acres of land were rented by the respondents after their purchase in 1981, but 48 


"Statistics Canada, 1981 Census of Canada: Agriculture, Alberta, p. 13-1. 
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TABLE V.20: 1981 Alberta Land Survey Frequency Distributions: 
Number of Acres Owned Before the First Purchase of Agricultural Land 
in Alberta in 1981 by the Agricultural Land Purchasers 


———— a 


ACREAGE OWNED ABSOLUTE RELATIVE CUMULATIVE 

BEFORE PURCHASE FREQUENCY (No.) PREQUENICY 496) FREQUENCY (%) 
O acres 15 3520 30.0 
l= 160 acres ES e7a®) B20) 
le@1>320.aeres 54 13:0 65.0 
S2i=4 80 acres 25 5G ZOO 
481-640 acres 28 ALO Ps) 
641-1000 acres 33 7.0 84.0 
1001-1500 acres Z0 5,0 89.0 
1501 = acres 5 110 100.0 
TOTAL 440 100.0 fOGL0 


TABLE V.21: 1981 Alberta Land Survey Frequency Distributions: 
Number of Acres Owned Following the First Purchase of Agricultural Land 
in Alberta in 1981 by the Agricultural Land Purchasers 


a 


ACREAGE OWNED ABSOLUTE RELATIVE CUMULATIVE 

AFTER PURCHASE FREQUENCY (No.) FREQUENCY (%) FREQUENCY (96) 
O-160 acres Ta. 17.0 720 
lS t—-S2O0racres 92 21.0 38.0 
321-480 acres 54 120 50.0 
481-640 acres 56 13:0 63.0 
641-1000 acres 5S 1230 75.0 
1001-1500 acres 2a) 20 87.0 
1501 and over acres 60 1330 100.0 
TOTAL 445 100.0 100.0 
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percent of the purchasers did not rent any land at all. The standard deviation around the 
mean of this variable was 681.9 acres. The distributions of the acres rented before and 
after the 1981 purchases by the respondents are shown in Table V.23 and V.24. Only 
22.2 percent of the respondents indicated that they had ever rented the land they 
purchased in 1981. 

An average of 461.6 acres were purchased in total in 1981 by respondents and 
the standard deviation around this average was 553.1 acres. The distribution of the total 
acres of land purchased in 1981 is shown in Table V.25. The difference between average 
total acres purchased in 1981 and the average number of acres in the first parcel 
purchased in 1981 is only 24.2 acres, a feature which suggests that most respondents 
either made all of their 1981 land purchases in a single transaction or else had a tendency 
to “lump” all of their purchases together in their response. Unfortunately, further analysis 
of this issue is not possible. 

The owned, rented and purchased acreage responses provided by the agricultural 
land purchasers were usually in multiples of 160 acres, a feature which coincides with the 


results found for parcel acreages in Tables V.13 and V.14. 


Acreage Sold by Respondents Between January 1, 1980 and Time of Purchase in 1981 

The frequency distribution for the number of acres sold by respondents is shown 
in Table V.26. Seventy-nine percent of the respondents did not sell any land between 
January 1, 1980 and the time of their 1981 purchase. The average number of acres sold 
by those who did sell land was 625.4. The majority of sales were in quarter—section 
parcels. The distribution of sales, given by municipality, are shown in Figure V.2. The 
frequency distributions of the rankings of the reasons given by the respondents for selling 
agricultural land are given in Table V.27. Over 48 percent of the sales were for some 
“other” important or very important reason. Those "other" reasons which were stated 
most often were selling "to buy more suitable land”, "to buy dry land”, and "to buy closer 
property’. 

Some of the current literature, as discussed in Chapter Two, on the topic of 
agricultural land sales suggests that "estate settlement’ and "financial problems” are the 


main reasons for selling land. The results of the survey, however, do not coincide with 
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these reasons. The survey respondents gave "moving farm operation” and “changing farm 
operation” most often as very Important reasons for selling land. The difference in 
responses in the literature and_ this survey Is probably due to differences in 
definitions. The literature refers to sales of land alone and not necessarily to sales with 
subsequent purchases. 

The survey results noted above for reasons for selling agricultural land are not 
inconsistent with the possibility that the "ripple effect’ may have been of some 
consequence in some respondents’ decisions to sell and buy agricultural land. The 
information from the survey on the location of sales and subsequent purchases and the 
information on purchasers’ reasons for sale and Purchase may aid in determining the 
existence of the "ripple effect” in the Alberta farmland market This topic is explained in 


further detail in Chapter Six. 


Use in 1982 of the Land Purchased by Respondents 

Eighty-three percent of the respondents to the survey farmed their property 
themselves in 1982, 9 percent rented it out for someone else to farm, and about 3 
percent hired someone else to farm it for them. Only 0.8 percent of the 482 respondents 
held their property idle. These figures are consistent with responses respondents gave 
for their occupation. Since 88.8 percent of the purchasers were farmers it appears 


reasonable that close to the same percentage should be farming their own land. 


Financing of the Agricultural Land Purchase 

For all types of financing a clear pattern of "all or none” emerged. That is, many 
respondents seemed to get all of their financing from one source rather than from several 
sources. The frequency distributions for the types of financing are shown in Table V.28. 
“Other” types of financing mentioned were limited to Small Business Development Bonds 
which were introduced by the Federal Government in 1980. The first column of Table 
V.28 shows the percentage of financing received from each source on average. While 
these types of financing will be examined more closely in Chapter Six the division between 
them should be noted here. Financing by FCC, FBDB, the seller, family members and other 


sources appear to be far less extensive than financing by AADC, the banks, and a 
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purchaser's own funds. The concessional terms and thus the popularity, of AADC’'s 
beginning farmer loan program may be responsible for this. 

According to AADC’s annual report for 1980-1981 during the year ending 31 
March 1981, AADC lent $173 million to farmers under the two direct loan programs it 
offered. The report states that, during the year, loans under the Beginning Farmer 
Program totalling $145 million assisted more than 1.000 persons to take up farming. The 
purpose of the program is to make it easier for the beginning farmer to establish a viable 
farm unit through the acquisition of land or other farm assets. In 1979-80, loans under 
this program had totalled only $288 million for 277 loans. The increased lending in 
1980-81 occurred as aresult of a Program change from ‘lender of last resort” to "lender 
of first resort’®*. After the change, AADC found itself providing 80 to 85 percent of its 
total loans to beginning farmers. Loans to beginning farmers now comprise about 70 
percent of AADC's portfolio®’. The number of younger respondents to the survey may 
have influenced the survey results as well. 

Of those individuals who obtained financing from FCC, AADC, or FBDB, 46 percent 
indicated they would still have purchased the property had they not qualified for loans 
under these agencies. Fifty-four percent of these respondents indicated that they would 
not have purchased the property without the assistance of these agencies. Over one third 
of the respondents to the survey indicated that they had not applied to any of these 


agencies. 


Factors Stated by Respondents to be Significant in the 1981 Purchase Price of Their 
Property 

Approximately one half of the respondents stated some factors they felt 
significantly affected the price of the land they bought in 1981. A large number of 
respondents stated that they felt that foreigners and Hutterite colonies influenced the 
price they paid for their land. Other popular factors felt to have existed and to have had 
an upward effect on land prices included speculators, developers, inflation, the "ripple 


effect”, location in terms of better roads, closeness to other property owned or rented, 


**John Lilley, An Analysis of Legis/ation Affecting Agricultural Land in Alberta, 
(Edmonton, Alberta: Environment Council of Alberta, 1982), p. 3. 
"Young Farmers in Bind”, The Edmonton Journal, 30 May 1983 
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closeness to urban centers, and the feature that there IS a small amount of land available 
for sale in relation to the demand to buy it, Less often suggested reasons for higher land 
Prices included closeness to recreational sites, the availability of a building site, the ability 
to subdivide, pressure from prospective buyers, and finally, the quality of the land. Where 
purchasers felt land prices were favorable or relatively low, the following factors were 
often given as reasons: the financial Problems experienced by the vendor, previous rental 


of the land combined with knowing the owner, and the Purchasing of larger parcels. 


Additional Comments 

Approximately 25 percent of the respondents to the survey provided some 
additional comments on the status of the agricultural land market in Alberta) Respondents 
to this portion of the survey stated, almost without exception, that there are 
inconsistencies between the prices being paid for, and the cost associated with, 
agricultural land and the prices of the products which are produced on agricultural land. In 
Particular, cash flow problems experienced by farmers were mentioned many times and, in 
this respect, the ability of high interest costs to adversely affect growth was felt to be a 
major problem. Many respondents felt that beginning farmers cannot compete in an 
agricultural land market that is experiencing rapid growth. Many respondents stated that 
they felt that there was difficulty in qualifying for loans from AADC and FCC. 

It is important to note at this point that the last two responses in the questionnaire 
were to open-ended questions and multiple answers were expected and desired. The 
nature of these questions did not allow for coding so a manual system for recording 
answers was employed. What is mentioned above is a summary of the responses 
Provided by all of the purchasers. Respondents noted factors they believed influenced 
the price of their own property more often than they offered information on the general 
agricultural land market. In this regard, they seemed to perceive problems specific to their 
Own purchase more readily than they saw general problems in the market. Many of the 
factors mentioned or comments made here were discussed in the preceding portions of 
this chapter. Many of the respondents acknowledged their awareness of the problems 


and issues this study has attempted to deal with. 
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VI. ANALYSIS OF THE RESULTS OF THE SURVEY 


A. Interpreting the Results 

Most of the analyses which follow incorporate two statistical and two descriptive 
aids. The Mann-Whitney U test is a powerful nonparametric test which is designed to 
determine whether or not two samples were drawn from the same population. The null 
hypothesis is that the two populations are identical and the alternative is that they are not 
the same. 

The first step in the Mann-Whitney U-test is to consider all the scores 
representing the two samples as a single set of observations, and to rank this entire group 
from the lowest to the highest score. If the null hypothesis that the two samples were 
drawn from the same population is true, then the observations from the two samples will 
be fairly well scattered throughout this ranking of both groups. If the two samples do not 
come from identical populations, then the observations of one sample will tend to be 
bunched together, either at the low end of the rankings or at the high end of the rankings. 
Such patterns can be detected by calculating a value of U, which is the statistic for the 
Mann-Whitney test. The statistic U for the Mann-Whitney test is calculated by counting 
the number of times the scores from one sample precede each score in the other sample. 
If the count is quite large or quite small relative to the value expected under the null 
hypothesis, then the two samples may not be randomly interspersed, but one set of 
observations may have come from a different population than the other’®. The 
Mann-Whitney U-test can only be used on data that are at least ordinal in measurement?! 

The Mann-Whitney U test results which are presented in the following analyses are 
done so in the form of levels of significance. These levels are compared with the 
acceptable significance level of .05 which was adopted as acceptable for this study. If the 
calculated significance level is equal to or less than .05, the null hypothesis that the two 


populations are the same is rejected. The variables marked with an asterisk (*) in the tables 


*»° Donald L. Harnett,/ntroduction to Statistical Methods,2nd edition 
(Reading,Massachusetts: Addison-Wesley Publishing Company, 1975), p. 522. 

» There are four general types of quantitative measurement. Nominal scales have no 
order, distance or origin (eg. types of ice cream). Ordinal scales have order but there is no 
indication of the distance between values and there is no unique origin (eg. Likert scales). 
Interval scales have order and distance but they have no unique origin (eg. temperature 
guages). Ratio scales have order distance and a unique origin (eg age In years). 
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are significantly different in the two populations being compared. 

Mean values for each variable for each group being studied were also calculated 
They are reported, together with the Mann-Whitney U test results, in the tables in this 
chapter. These mean values were not used to calculate the U tests but they do help to 
interpret the results of the tests. The mean values for the reasons given for purchase and 
sale are difficult to interpret since these variables were rated on a Likert scale and are 
ordinal in measurement. These figures, however, may aid in interpretation of the U test 
results. Frequency distributions of variables measured in nominal units are also presented 
for each group of agricultural land purchasers examined. Appendix B presents the 
frequency distributions for the reasons for Purchase and sale for each group. Appendix 
C presents the standard deviations for each variable in each group. These standard 
deviations allow for greater interpretation of the mean values and Mann-Whitney U test 


results for each variable studied. 


B. Detailed Analysis of Age of Respondents 

The ages of the respondents seemed to be a strong influence in the results of 
many of the frequency distributions presented in Chapter V and for this reason a more 
detailed analysis of this variable was completed. The following discussion centers around 
two main age groups. The average age of all of the respondents was used as the dividing 
point for the two groups because of its statistical significance and because it seemed to 
naturally divide the younger and older purchasers. The younger age group is composed of 
purchasers 36 years of age and younger and the older group is composed of purchasers 
37 years of age and older. The average age of the younger purchasers was 27.8 years 
and the average age of the older purchasers was 47.8 years. The average age of the older 
individuals corresponds closely to the 1981 census—farm operators’ average age of 46 
years. 

The results of the Mann-Whitney U test to determine if there were any 
significantly different variables between the two age groups is shown in Table V1.1. This 
table also includes the means of the variables for each age group. Selected frequency 


distributions for the two groups are shown in Table VI.2. 
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TABLE V1.2: 1981 Alberta Land Survey 
Analysis of Two Agricultural Land Purchaser Age Groups: Selected Frequency 


VARIABLE 


Residence: 

Outside of Canada 

In Canada but outside of Alberta 

In Alberta in a city (pop. 10,000 +) 
In Alberta in a town (pop. - 10,000) 
In Alberta on a farm 

Other 


Occupation: 
Agricultural 
Non-agricultural 


Off-Farm Job, 1981: 

Yes 

No 

Spouse Off-Farm Job, 1981: 
Yes 

No 

N/A 

Off-Farm Job, 1982: 

Yes 

No 

Spouse Off-Farm Job, 1982: 
Yes 


Farm Business Structure: 
Individual 

Partnership 

Corporation 

Joint venture 


Land Ownership: 
Individual 

Family partnership 
Non-family partnership 
Family corporation 
Non-family corporation 


Distributions 


YOUNGER GROUP 
Relative Frequency 
%) 


OLDER GROUP** 
Relative Frequency 
(%) 


TABLE V1.2 CONTINUED: 1981 Alberta Land Survey 
Analysis of Two Agricultural Land Purchaser Age Groups: Selected Frequency 


VARIABLE 


Distributions 


YOUNGER GROUP 


Relative Frequency 


Most Important Reasons for Purchase: 


Expand farm 

Child entering farming 
Establish own farm 
Investment 

Tax deferral rollover 
Close to property 
Other 


Yes 


Loans from FCC, AADC, or FBDB: 


Yes 
No 
Did not apply 


Use in 1982: 

Farmed it myself 

Rented it out 

Hired someone to farm it 
Held it idle 

Other 


*Younger Group: Respondents were 36 years of age and younger. 
**Qlder Group: Respondents were 37 years of age and older. 


OLDER GROUP 
Relative Frequency 
(%o) 


© 
GO 


Many of the variables, like "years of farming’ and "years as land owner”, which 
were significantly different for the two age groups appear to be directly related to age 
differences. The mean values for the years of education variable were also consistent 
with the previously hypothesized notion that the younger purchasers did have more years 
of education than the older purchasers. In terms of the owned acreage variables, logic 
suggests that younger purchasers have had less time to accumulate acreage than have the 
older purchasers. Also, given that credit access and accumulated savings may be less for 
younger purchasers than for those who are older, younger purchasers may be more able 
to rent than purchase land. Consequently, it is not surprising that the younger purchasers 
Owned less but rented more agricultural land on average than their older counterparts did. 
The test results also indicated a difference in the average amount of land sold by those in 
the two groups. Older purchasers might be expected to have sold more land during the 
year since they tend to own more land and to have owned land for a longer period of time. 
Those in the older group, because of their age, may be more likely to be considering the 
consolidation of their operations. For some older respondents, this may presage 
retirement. 

The majority of the test results for the reasons given for purchase were as 
expected. For the younger age group, "a child entering farming’ was a less important 
reason for purchase and “establish own farm’ was a more important reason for purchase, 
than for the older group. Older purchasers may consider childrens’ ambitions to be more 
important than would younger purchasers because they are more likely to have children 
old enough to be considering careers. Younger purchasers, on the other hand, were more 
likely to consider "establish own farm” a more important reason for purchasing land than 
were older purchasers, perhaps because the decision to start farming may be made at a 
younger age. The greater importance of "hedge against inflation” and "tax deferral rollover 
Provisions” for older purchasers may be because they are more likely to be contemplating 
retirement or estate planning than are younger purchasers. The greater importance of 
purchase price, cited by younger purchasers, may be due to the increased financial stress 
(through limited savings and few assets) experienced by that age group when a land 


purchase is made. 
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The single most important reason given for purchasing land varied between the 
groups. While almost equal percentages of the two groups cited “expand farm’, the 
younger group was more inclined to choose "establish own farm’ while the older group 
divided its attentions almost equally between "establish own farm” and "child entering 
farming.” 

Older purchasers provided significantly more of their own money, on average, 
towards land purchases than did younger purchasers. They also obtained more funding 
from the banking institutions. These individuals presumably have had more time to 
accumulate assets and credit ratings than have younger purchasers. Younger farmers may 
take advantage of special loan programs offered by the federal and provincial 
governments and the test results indicate that they do this, at least in terms of AADC 
financing. Surprisingly, financing from family sources was not significantly greater for 
younger than older purchasers. A large percentage of the older group did not apply to the 
government financial agencies and accordingly many bought land without their help. A 
large proportion of the younger gioup indicated they would not have bought land without 
the help of AADC, FCC, or FBDB. 

The business structure of farm operations of the two age groups differed very 
little though partnerships and joint ventures were more common for younger than for 
older purchasers and corporations were more common for older than for younger 
purchasers. These responses, and thus the frequency distributions for them, pertain only 
to farmland purchasers who gave agriculture as an occupation. Landownership structure 
had much the same type of pattern as did the business structure of farm operation. Family 
corporation purchasers were more common among older purchasers but young 
purchasers were more inclined to own land on their own. 

It was not surprising to find a large percentage of both young and old purchasers 
residing on farms in Alberta. The relatively lower percentage of older individuals residing 
on farms and the higher percentage living in cities, may be due to retirement or 
semi-retirement by some older land purchasers. This result is consistent with the 
suggestion formulated in the discussion of differences in reasons for purchasing land by 
the older and younger purchasers on the previous page. The difference in residence 


between the two groups may be partly explained by the feature that 92 percent of the 
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younger purchasers gave their occupation as farming while slightly over 86 percent of the 
older purchasers gave this same answer. Differences in how the land was used in 1982 
between the two groups are evident. The older group was somewhat more inclined to 
rent out their purchased property and less inclined to farm it themselves than the younger 
group. This result may, in part, indicate the influence of the slightly higher proportion of 


Purchasers without an agricultural occupation in the older group. 


C. Detailed Analysis of the Residence of Respondents 


Foreign Purchasers 

Many respondents to the survey expressed concern over the impact of foreign 
purchasers on the price of farmland in Alberta and some of the popular press seems to 
Perceive this as well. The survey, however, only generated responses from 7 (1.5 percent 
of 473 respondents) farmland purchasers who resided outside of Alberta and only 2 of 
these were from outside of Canada. Only .37 percent (or 7) of the 1990 questionnaires 
that were mailed for this survey went to individuals not living in Canada; 1.7 percent (or 34) 
went to individuals not living in Alberta; and 97.9 percent (or 1,948) went to residents of 
Alberta. The proportion (2.07 percent) of questionnaires sent to non-residents of Alberta 
is fairly consistent with the proportion (1.5 percent) of respondents to the questionnaire 
who resided outside of Alberta) These results suggest that there are probably too few 
purchasers in this category to have any measurable effect on land prices in the province in 
general. Most of the frequency distributions of variables for this group of respondents 
were wide ranging and consequently few generalizations can be made. Market values of 
the acres purchased by the non-residents of Alberta ranged from $200 to $1,500 per 
acre and the parcels were from 15 to 170 miles away from a city. All of the farmland 
purchased was located in municipalities south of Wetaskiwin and the majority of the 
parcels were very close to the United States’ border. In terms of reasons for purchasing 
farmland, half of the respondents felt "establish own farm”, "close to property’, and 
“investment” were very important reasons. These purchasers did not seem to be 
concerned with such reasons as "anticipation of capital gains”, “moving operations” and 


"tax deferral rollover provisions’. The most important reason for purchasing land was 
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“establish own farm’ and this result coincided with how the land was used in 1982. It is 
possible that purchases of agricultural land by foreigners do have an effect in certain 
areas of the province but the extent of purchases in 1981 does not suggest a major 


influence from this source. 


Urban Versus Rural Purchasers 

The perception of many of the survey responaents and of the popular press as 
well is that urban residents may also have had an influential impact on the agricultural land 
market in Alberta in 1981. This section outlines differences in responses between urban 
and rural residents who purchased agricultural land. Urban residents were taken to be 
those who resided in towns (population less than 10,000) or cities (population 10,000 and 
more) in Alberta while rural residents resided on farms. The Mann-Whitney U test was 
used to determine the significance of any differences between these two residency 
groups. This information is given in Table V1.3. 

There are not many significant differences between the two groups of residents — 
a feature which is probably due to the high proportion of farmers in both groups. 
Frequency distributions for nominal data are given in columns 1 and 2 in Table V1.4. 

Approximately 81 (17 percent) of the 473 respondents to this portion of the 
Survey were residing in urban centers and yet the majority of these were employed in 
agriculture. Although the percentage of respondents residing in urban centers is low 
compared to that for rural residents (78.9 percent), this may indicate that a significant 
percentage of land purchasers who were farmers may not have been living on their own 
farm land. Sixty percent of the urban respondents farmed their own land in 1982, and 40 
percent used the property in some other way. This 40 percent figure may include some 
retired individuals as the Mann-Whitney U test indicates that retirement was a significantly 
more important reason for selling land for urban residents than for rural residents. 
Retirement may be a gradual process for farmers and though some farmers may sell some 
land for retirement reasons and may have moved to an urban center, they may still be 
actively farming 

Urban residents were expected to purchase property closer to cities and the test 


results indicated this may have been the case. Urban residents who were farming their 
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TABLE V1.4: 1981 Alberta Land Survey 
Analysis of Three Agricultural Land Purchaser Residence Groups: Selected Frequency 
Distributions 


VARIABLE URBAN RURAL Chiy 
GROUP* GROUP** GROUP**x 
Relative Relative Relative 


Frequency (%) Frequency (%) Frequency(%) 


Occupation: 


Agricultural 63.6 86.9 51.4 
Non-agricultural 36.4 Sie 48.6 
Off-Farm Job, 1981: 
Yes Wiens Ele 88.2 
No 27a 649 (ies 
Spouse Off-Farm Job, 1981: 
Yes Zon) PLING: 29.4 
No 47.9 58.8 58.8 
N/A el 19.6 Pins 
Off -Farm Job, 1982: 
Yes 76.6 SoZ 87.5 
No 23.4 60.8 POS) 
Spouse Off-Farm Job, 1982: 
Yes 2972 2b EAE WS 
No 50,0 Sits 70.6 
N/A 20.8 16.1 5.9 
Farm Business Structure: 
Individual 59:6 60.6 50.0 
Partnership 25.5 om, 2510 
Corporation TOG 11.9 20.0 
Joint venture 0.0 10.6 0.0 
Canada Land Inventory: 

47 Ze We 
2 7.8 18.6 WS) 
3 LS6 lS 192 
4 47 BES) 3.6 
a 0.0 lez 0.0 
6 0.0 0.0 
8, Unknown 672 5 G15 
Land Ownership: 
Individual 60.3 59.7 ial 
Family partnership 26 2173 PRS hl! 


Non-family partnership aS 
Family corporation ehO 1@3 11.4 
Non-family corporation i 
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TABLE V1.4 CONTINUED: 1881 Alberta Land Survey 
Analysis of Three Agricultural Land Purchaser Residence Groups: Selected Frequency 
Distributions 


VARIABLE URBAN RURAL Cli 
GROUP GROUP GROUP 
Relative Relative Relative 


alg 


Frequency (%) Frequency (%) Frequency(%) 


Most Important Reasons for Purchase: 


Expand farm 17.6 25.4 PO) i) 
Child entering farming 11.4 aye 10.3 
Establish own farm 2TERS) Crus) Nes 
Investment 7.4 3.8 6.9 
Close to property 1O°3 Spe Te 
Other See 8.5 6.3 
Parcel previously rented: 

Yes em, 23.9 7, 
No So (O14 94.3 
Loans from FCC, AADC, or FBDB: 

Yes 42.2 Ze San 
No 14.1 42.5 LOOT 
Did not apply 43.8 29.4 ual 
Use in 1982: 

Farmed it myself 60.3 90.4 47.2 
Rented it out Ke one) 27.8 
Hired someone to farm it 12.8 ie 1637 
Held it idle 1S Ors 28 
Other oe oh) 5.6 


*Urban Group: Respondents resided in a city (population 10,000 and over) or a town 
(population under 10,000). 

**Rural Group: Respondents resided on a farm. 

**%City Group: Respondents resided in a city (population 10,000 and over). 
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Property could be expected to consider traveling time and expenses when they are buying 
land. “Recreation” and “nonagricultural development’ were rated as more important 
reasons for purchase of agricultural land by urban than by rural residents although the 
mean values of these reasons for both groups are small. These reasons also indicate 
some tendency for greater emphasis on investment, speculative, and recreational motives 
for buying land by urban residents. They seemed to be less concerned with the income 
earning potential of farmland than rural residents were. The significant difference in level 
of importance of " move from city/town” as a reason for purchasing farmland between 
the residency groups suggests that, although this reason was not overwhelmingly 
important as a factor, many of the urban residency purchasers were considering moving 
from their urban residences or felt a need to ‘get away from it all”. Locations of 
purchases by both rural and urban residency purchasers are shown in Figure V1 1. 

The two residency groups were found to be significantly different in terms of the 
percentage downpayment made for their land purchases and amount of funding received 
from AADC and from sellers. Urban residents were more likely to have a larger 
downpayment and receive more financing from the seller. Rural residents were more 
likely to obtain a higher percentage of financing from AADC. This last difference is 
probably due to the larger percentage of farmers in the rural residence group and the 
restriction of AADC financing to that occupational group. The greater average percentage 
of downpayment on purchases by urban residents could be due to several things. The 
urban residents have a significantly higher education than the urban residents and this may 
indicate a higher salary, particularly since a greater percentage (40.5 percent) of urban 
residents had a second occupation as compared to rural residents (24 percent), suggesting 
a larger income and consequently a greater Savings Capacity for that group. 

Both groups had very similar distributions of the types of land Ownership. Greater 
differences were apparent in the business structures of those with farming operations. 
While a remarkably high proportion of both groups operated as sole proprietorships, the 
individuals in the rural residency group were less inclined to farm partnership operations 
and more inclined to farm joint venture operations than were the individuals in the urban 
residency group. This may be because the high proportion of farmers in the rural 


residency group made that group more aware of the benefits of joint ventures, over 
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FIGURE VI.1: 1981 aS ae ee lL Ae. nl ee 
Alberta Land Survey: q L eos 80, 0. (100.9 
Percentage of Agricultural Spee eae oa 
Land Purchases, in each Sn ee ee rk L. hoe 
Municipality of Alberta, Maden is an un eg ea ie 
by Agricultural Land Purchasers / 2 ee oa 
wno Indicated They Resided on a eae wee ee ge 
Farm in Alberta. -— \ er “Macioine 


Note: Remaining percentage 1S eo 18344.0.93.01- a3 4 
accounted Tor by those who resided fg.) S=4 (= me 
ima city (pop, 10,000 and over) or 2 ™ ie ae 4 
a town (pop. less than 10,00¢) ed. c_ jeanne s L_OU.U 


Partnerships, to a farming operation. These benefits were discussed in Chapter 3 
Relatively more of the rural versus urban respondents had, at some point, rented 
the land they purchased. This may be due to the larger number of farmers in the rural 
group. A greater percentage of rural than urban respondents indicated they would not 
have bought their property without the assistance of FCC, AADC or FBDB. Since a greater 
Proportion of the rural group was employed in agriculture and since this is a requirement 


to obtaining a loan from these agencies, this result is not surprising. 


City Purchasers: A Comparison 

The high percentage (36.4) of urban residency respondents who had an agricultural 
occupation suggested that a more detailed examination of this group might be beneficial. 
Frequency distributions were calculated for the group of respondents who resided in 
cities (population 10,000 and over) and these were compared to those calculated 
previously for the urban and rural groups. This information is shown in column 3 of Table 
V1.4. 

The respondents who resided in cities were not employed in agriculture nor were 
they farming their own land in 1982 to the extent that the urban residency respondents 
were. Partnership and corporation business structures were more common for the city 
residency respondents who were farming than for the rural and urban residency groups. 
The land ownership and CLI classification distributions for the city residency group 
changed relatively little from those of the other residency groups. Fewer respondents in 
the city group had ever rented their land than had those in the urban group and more had 
not applied to the special credit groups for financing. The city residency group had 
several most important reasons for making land purchases. "Expand existing farming 
operation” was slightly more important, but "establish own farm” was less important, for 
the city residency group than for the urban residency group. 

The means of a number of variables were compared among the three residency 
groups. This information is given in Table VI.3. The city group had a higher average age 
and education. The average number of acres they purchased was lower, but the market 
value of the property purchased was higher. The average distance of the parcels from the 


cities was much lower. The city group purchased, on average, fewer acres per parcel, 
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and fewer acres in total, than did the urban and rural groups. The city group also 
purchased a higher proportion of cultivated acreage than did the other two groups. They 
owned and rented fewer acres on average than those groups as well but they sold more 
acres than the rural group and less than the urban group. The city group obtained the 


greatest average percentage of financing from their own funds and from the banks. 


D. Detailed Analysis of Occupations of Respondents 

The discussion that follows compares purchasers with agricultural occupations to 
purchasers with other occupations. Respondents who indicated they had both an 
agricultural and a non-agricultural occupation were put in the agricultural category. 
Almost 87 percent (or 420) of the 473 respondents who gave an occupation in the survey 
gave their occupation as agricultural compared to 13 percent (or 53) who had other 
occupations. The “off-farm job", "farm business structure”, and “years of farming’ 
variables could not be compared for the two groups since only the agricultural occupation 

respondents replied to them. The results of the Mann-Whitney U test are shown in Table 
V1.5 and the frequency distributions for this analysis are shown in Table VI.6. 

In Comparing owned acreage, agricultural purchasers owned more land and also 
purchased larger parcels of agricultural land than did non-agricultural purchasers. For 
both occupation groups, purchases and holdings tended to be in fractions or multiples of 
160 acres. 

There are small but significant differences in the characteristics of the two 
occupational groups. Market value of the purchased property and distance from the 
Parcel to the nearest city were not significantly different between the two groups, 
however. One possible explanation of the lack of much difference in these features may 
be because the survey excluded parcel sizes of 60 acres or less. Higher priced 
agricultural land is likely to be closer to major centers and in smaller parcels than 60 acres. 

The locations of farmland purchases by respondents with agricultural and 
non-agricultural occupations are shown on Figure V.2., by municipality. The concentration 


of purchases by both farmers and non-farmers appears to be greatest in the Peace River 
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TABLE V1.5: 1881 Alberta Land Survey 
Analysis of Two Agricultural Land Purchaser Occupation Groups: 
Mann-Whitney U Test Results and Occupation Group Means 


VARIABLE 


Age 
Education 
Years as land owner 
Parcel—total acreage 
Parcel—cultivated acreage 
Parcel—market value 
Parcel—distance to city 
Reasons For Purchase: 
Expand farm 
Increase farm income 
Spread fixed costs 
Use machinery 
Use labor 
Child entering farming 
Establish own farm 
Second home 
Recreation 
Nonag. development 
Investment 
Inflation hedge 
Capital gains 
Tax deferral rollover 
Move farm operation 
Move from city/town 
No rental land 
Close to property 
Close to residence 
Good price 
Other reasons 
Prior acres owned 
Following acres owned 
Prior acres rented 
Following acres rented 
Total acres purchased 1981 
Total acres sold 
Financing Sources: 
Own funds 
Banks etc. 
AADC 
ECE 
FBDB 
Seller 
Family 
Other Sources 


URES IoLe Ves 
OF SIGNIFICANCE 


*Denotes statistically significant at .05. 


*xAgricultural Group: Respondents indicated an agricultural occupation 


MEAN VALUE 
AGRICULTURAL 
GROUP#* 
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MEAN VALUE: 
NON-AGRICULTURAL 
GROUP» 
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¥*xNon-Agricultural Group: Respondents did not indicate an agricultural occupation 
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TABLE V1.6: 1981 Alberta Land Survey 
Analysis of Two Agricultural Land Purchaser Occupation Groups: 
Selected Frequency Distributions 


VARIABLE 


Residence: 

Outside of Canada 

In Canada but outside of Alberta 

In Alberta in a city (pop. 10,000 +) 
In Alberta in a town (pop. — 10,000) 
In Alberta on a farm 

Other 


Canada Land Inventory: 


Land Ownership: 
Individual 

Family partnership 
Non-family partnership 
Family corporation 
Non-family corporation 


Most Important Reasons for Purchase: 


Expand farm 

Child entering farming 
Establish own farm 
Recreation 
Investment 

Move from city/town 
Close to property 
Other 


Yes 


Loans from FCC, AADC, or FBDB: 
Yes 

No 

Did not apply 


Use in 1982: 

Farmed it myself 

Rented it out 

Hired someone to farm it 
Held it idle 

Other 


*Agricultural Group: Respondents indicated an agricultural occupation. 


AGRICULTURAL 
GROUP* 
Relative Frequency 


/0} 


NON-AGRICULTURAL 
GROUP» 
Relative Frequency 


(%) 


**Non-Agricultural Group: Respondents did not indicate an agricultural occupation. 
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FIGURE VI.2: 1981 Alberta® » 
Land Survey: Percentage ~~ = 
of Agricultural Land 
Purchases, in each Municipality 
of Alberta, Made by Agricultura 
Land Purchasers Who Indicated 
They had an Agricultural Occupati 


Note: Remaining percentage is 
accounted for by those who did no 
indicate they had an agricultural 
occupation. 
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area. This is probably a reflection of lower Priced land in that area’?. This region is viewed 
as a major area within Alberta for agricultural expansion®?. The remainder of the purchases 
appear to be fairly evenly balanced around the province though non-farmers purchased a 
greater proportion of parcels around Edmonton than did farmers 

Ownership of the purchased land differed between the two groups primarily in the 
extent of non-family partnerships and corporations. Non-farmers were more frequently 
in these categories 

Farmer purchasers cited "expand farm’, "increase farm income’, the economies of 
scale reasons ('spread fixed cost”, "use labor”, and "use machinery”), and "no rental land” as 
somewhat more important reasons for Purchasing agricultural land than did non—farmer 
Purchasers. These reasons might be viewed as “production-related” reasons which relate 
to Income that can be derived by farming the land. Non-farmer purchasers tended to rate 
aesthetic and non-farming reasons such as "recreation’ and "nonagricultural development’ 
as more important than did farmer purchasers. They also cited “investment”, "inflation 
hedge’, and "capital gains", all of which are related to the longer-run capital appreciation 
benefits of holding land, as slightly more important than did farmer purchasers. Once 
again, the group of respondents who had an agricultural occupation seemed to place 
greatest importance on “expand farm” and "establish own farm’. The group of 
respondents who did not have an agricultural Occupation also stressed "establish own 
farm" but they placed more emphasis on “investment”, "move from city/town", "child 
entering farming’, and recreation” than they did on “expand farm’. These results indicate 
that non-farmers may have some tendency to place more emphasis on recreational, 
lifestyle, and investment motives in buying land. 

Probably the most obvious differences between the two occupation groups of 
purchasers were in terms of rented acreage. A priori, it was not expected that 
non-agricultural purchasers would rent land from others, but 9.3 percent of the 
purchasers who had a non-agricultural occupation indicated they did rent farmland from 


others before their purchase and 14.5 percent of them rented land after their land 


Alberta Agriculture reported the average nominal value per acre of agricultural land in 
Alberta in 1980 was $385.61 compared to an average nominal value per acre of land in the 
Peace River area in 1980 of $259.94. (Source: Melville D. Miller, 7987 Agricu/tural Real 
Estate Values in A/berta, p. 28) 

Kelly and Moreau, pp. 25 and 53. 
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purchase. An examination of how these respondents were using their purchased land in 
1982 indicated that some of the purchasers were farming it. This would seem to indicate 
that farming was an occupation of these purchasers even though they did not view 
themselves as having an agricultural occupation according to their responses. In fact, over 
32 percent of all purchasers who did not consider themselves to have an agricultural 
occupation farmed their land themselves in 1982. 

Financing for the land purchase appears to have been significantly different 
between the groups only in terms of relative Proportions of downpayments and funding 
from AADC. The higher percentage of funding received by the farm occupation group 
from AADC is probably due to AADC's restriction of only funding farm businesses. The 
higher percentage downpayment paid by purchasers without an agricultural occupation 
may be due to several interconnected reasons. Their non-agricultural occupations may 
restrict them from sources of concessional finance and restrain them to commercial 
terms and sources of credit. Since, on average, as the results indicate, these purchasers 
are older than the farming purchasers, they may have acquired more capital through 
savings to provide a larger downpayment. Their higher education and the fact that they 
have a non-farm occupation may suggest that some of them have a higher disposable 


income than most farmers and consequently their Capacity to save may be greater. 


E. Detailed Analysis of Respondents with an Agricultural Occupation who also had an 
Off-Farm Job 

Most of the discussion which follows is concerned with the differences between 
Purchasers of agricultural land who did and did not have off—farm jobs in 1981 and 1982. 
This more detailed analysis was included in an effort to obtain more information about the 
effects of off-farm jobs on land purchasing individuals. That this analysis pertains only to 
individuals who gave farming as an occupation should be noted. Of the 413 respondents 
to this portion of the survey, 166 (40.2 percent) indicated that they had an of f-farm job in 
1981 before they purchased land and 180 (43.8 percent) indicated that they had an 
off—farm job in 1982, following their land purchase 

The Mann-Whitney U test was used to determine if any significant differences 


existed between respondents to the survey who did, and did not, have off—-farm jobs in 


; yy — 7 . 2 ; 7 
tie Sr HE QOD noD oaTeNN ay anes FORA mac cfead 
vc ina) penegee WE giengnse NOtegATOeNEaE onto | 
nude oo eved or 2OvNETIN SehleeOD ‘Tom ER 2% 


. SHO! aay itinerant = 


wink yeegitinglt mead ql of wweny stati vr! et “in wan? 


wars! Se Creryaginee to BARmago*” « law! § Ser ee YyiAe —a 


hice NORA INE? OG RRR er Gs! syatrina te verge att AAA 

wil seeeeruad rel ichores? ens Gs Ds" OOS ead: gioene vy al ~e i 

Haque’ wetentge Ma martive tere'p we 19 Cw Meant age o 7 a 
a 


sor gle Qu9TO, WrasLONye* hoe wenT eAceoe haf anrenggretinn ‘eva OF" 


qworrems. oF. mut fig'ne* OF @ rls (i worsen, teieesce TUT 


reget. pert? efeciied chime aft Wc age ert Ne enm® Beard to een 
Guy? wigas gept Somer eva yur yen ementewa grime! ae nat 


we 
» a on* at? Oe coreowe ergy ra pyeaege ape * | aves al 
a : P re, 
sideroneds certgi’ @ aia Frer? TO eiice ‘ert tmaggue MarMIodEREaS> “EINE save 


ear p od yen GAL GT Vioest 's yrr TRYUSeNOO Ae Ste a) 18 


no bad onie ow pete leweuoi ig * fii etrrotnageah tc ciny'sr A Re 
dot a 
~sawted qeonea hh ult Mig Garece oo glet qo _enepaet etl 19 oN 
Cet? Gag PSEl ol edey Paw) ho Bue! {ne Gy he) hreraieior pe tae 
at? funda NOtUTTIOND eTlF eat OTF ets re nema Gin aieyere Cael 
a) uo anereq reyenRAv ta Haven" Gg aesrer Hg Soap 108 edo) au? Te | 
emewrc cee’ C1 = aff 1D) balet 06 Were Wea a yours! «vy cat 
my doy erative. ret emt ie bem per TOM a) ysva at ts 
> bet ere at? Seeeibn Cronwa 645 06° bre Bow deraro wr, ¢a7) ‘¥ 
eenit-wo Sain! piveatel DOG ale [ 
enor §®, Diaaitieges ge fl air eiee 5f Seen Ghee Uy _—" 
m edn) iat—Ne eye tan bib bre oh art yee oat o2 atraneoaent - 
iv 


a a i¢ 


1981 and 1982. The results of the test for the groups of respondents who did and did 
not have an off—farm job in 1981 before they purchased land are shown in Table VI.7 and 
the accompanying frequency distributions for these groups are shown in Table V1.8. The 
results of the test for the groups of respondents who did and did not have an off—farm 
job in 1982 are given in Table VI.9 and the accompanying frequency distributions for these 
groups are given in Table VIl.10. Comparative frequency distributions for the 1980 and 
1981 groups are given in Tables V.7, V.8 and VQ in Chapter Five. 

Four variables, including "parcel—cultivated acreage , ‘total acres purchased 1981” 
‘total acres sold”, and "another job” (a reason for selling land), were significantly different 
for those with and without off—farm jobs in 1981 before agricultural land was purchased 
but not for those with and without off—farm jobs in 1882. Why these variables would be 
significantly different for those with and without off—farm jobs in 1981 before 
agricultural land was purchased but not significantly different for those with and without 
off—farm jobs in 1982 is not clear. The test results of the other variables remained the 
same for both the 1981 and 1982 off-farm job groups. That is, the remaining 
significantly or insignificantly different variables were so for the two groups in the 1981 
off—farm job category as well as for the two groups in the 1982 off—farm job category. 

The first four significantly different variables, "age", “education”, "years of 
farming’, and "years as a land owner”, suggested a young, beginning farmer status for 
those respondents with off-farm jobs. The average values of these variables changed 
little between those with and without off—farm jobs in 1981 and those with and without 
such jobs in 1982. Fifty percent of those with an off—farm job in 1981 had owned land 
for two years or less, in comparison to farmers without an off—farm job in 1981 of 
whom only 29 percent had owned land for two years or less. Fifty percent of those with 
off—farm jobs in 1981 had been farming for five years or less while only 21 percent of 
those without off-farm jobs in 1981 had been farming for that period of time. These 
figures were very similar to those with and without of f—farm jobs in 9SzZ: 

Four reasons for purchasing land were significantly different in terms of 
importance, between those with, and those without, of f—farm jos. "Spread fixed costs", 
"establish own farm", "recreation", and "move from city/town’ may appeal more to the 


younger purchasers than to the older ones. The importance of these reasons to younger 
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TABLE V1.8: 1981 Alberta Land Survey: Analysis of Agricultural Land Purchasers 
With an Agricultural Occupation Who Did, and Did Not, Have an Off-Farm Job in 1981 
Before a Purchase of Agricultural Land was Made:Selected Frequency Distributions 


VARIABLE 


Residence: 

Outside of Canada 

In Canada but outside of Alberta 

In Alberta in a city (pop. 10,000 +) 
In Alberta in a town (pop. - 10,000) 
In Alberta on a farm 

Other 


Farm Business Structure: 
Individual 

Partnership 

Corporation 

Joint venture 


Land Ownership: 
Individual 

Family partnership 
Non-family partnership 
Family corporation 
Non-family corporation 


Most Important Reasons for Purchase: 


Expand farm 
Establish own farm 
Close to property 
Other 


Yes 


Loans from FCC, AADC, or FBDB: 
Yes 

No 

Did not apply 


Use in 1982: 

Farmed it myself 

Rented it out 

Hired someone to farm it 
Held it idle 

Other 


“DID GROUP’ 
Relative Frequency 
%) 


"DID NOT’ GROUP #« 


Relative Frequency 
(%) 


*'Did" Group: Respondents had off-farm jobs in 1981 before land purchase. 
**"Did Not’ Group: Respondents had no off-farm jobs in 1981 before land purchase 


TABLE V1.9: 1981 Albert Land Survey 

Analysis of Agricultural Land Purchasers with an Agricultural 
Occupation Who Did, and Did Not, Have an Off-Farm Job in 1982: 
Mann-Whitney U Test Results and Group Means 


VARIABLE 


Age 
Education 
Years of farming 
Years as land owner 
Parcel—total acreage 
Parcel—cultivated acreage 
Parcel—market value 
Parcel—distance to city 
Reasons For Purchase: 
Expand farm 
Increase farm income 
Spread fixed costs 
Use machinery 
Use labor 
Child entering farming 
Establish own farm 
Second home 
Recreation 
Nonagricultural development 
Investment 
Inflation hedge 
Capital gains 
Tax deferral rollover 
Move farm operation 
Move from city/town 
No rental land 
Close to property 
Close to residence 
Good price 
Other reasons 
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TABLE V1.8 CONTINUED: 1881 Albert Land Survey 


N 


Analysis of Agricultural Land Purchasers with an Agricultural 
Occupation Who Did, and Did Not, Have an Off -Farm Job in 1882: 


Mann-Whitney U Test Results and Group Means 


VARIABLE UTEST-EEVEL MEAN WALUE: 
OF DID GROUP 
SIGNIFICANCE 
Prior acres owned 0000 GINO) 
Following acres owned OO000* 645.0 
Prior acres rented .0003* 255.8 
Following acres rented LOOT 1s 276.6 
Total acres purchased 1981 SO 404.3 
Total acres sold .B003 118.8 
Reasons for Sale: 
Property expropriated eos 1.0 
Urban expansion oS oe 
Capital gains 7106 2a0) 
Move farm operation 4842 3.4 
Another job ‘6593 1.4 
Financial problems 3343 es 
Speculation eZ is 
Farm too large BSH ISIS) ee 
Changing farm operation ae Sal 
Retirement, health ‘S510 Tl 
Other reasons ey, 4.) 
Financing Sources: 
Own funds 4975 oo hts 
Banks etc. .O399* 16:9 
AADC 026 1% eles) 
mae pO Neld. 8.0 
FBDB AON 0.0 
Seller 2134 AS 
Family eZee sg 
Other Sources ous 0.8 


*Denotes statistically significant at .05. 
**"Did" Group: Respondents did have an off—farm job in 1982. 
***"Did Not” Group: Respondents did not have an off—farm job in 1982. 
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TABLE VI.10: 1981 Alberta Land Survey 
Analysis of Agricultural Land Purchasers with an Agricultural Occupation Who Did, 
and Did Not Have an Off-Farm Job in 1982: Selected Frequency Distributions 
VARIABLE a "DID" GROUP** "DID NOT" GROUP 
Relative Frequency Relative Frequency 


(%) (Jo) 


Residence: 

Outside of Canada 0.0 Og 
In Canada but outside of Alberta OS 0.0 
In Alberta in a city (pop. 10,000 +) 15) 0.9 
In Alberta in a town (pop. - 10,000) 12.4 =e 
In Alberta on a farm Filey | S35 
Other tal 0.9 
Farm Business Structure: 

Individual 68.2 54.8 
Partnership 20:8 Gay 
Corporation 46 ed 
Joint venture 6.4 ii2 
Canada Land Inventory: 

1 om 1.4 
2 17.8 17.9 
S ays) Ae 
4 6.1 3.8 
5) 2 0.9 
6 0.6 O70 
8, Unknown She) 520 
Land Ownership: 

Individual 6om1 epee 
Family partnership 205 25.2 
Non-family partnership Nah 0.4 
Family corporation Osh 14.3 
Non-family corporation 0.6 CS 
Most Important Reasons for Purchase: 

Expand farm 23.8 27.0 
Establish own farm 41.7 270 
Close to property 6.0 U8) 
Other 48 1.020 
Parcel previously rented: 

Yes 20:0 225 
No FS8. TATE. 
Loans from FCC, AADC, or FBDB: 

Yes 25.6 SIGS 
No 45.5 cious 
Did not apply IAS fe 30's 
Use in 1982: 

Farmed it myself 87.4 92.6 
Rented it out ie 3.5 
Hired someone to farm it 2.9 Wee) 
Held it idle 0.0 0.4 
Other 46 2.2 


*"Did’ Group: Respondents did have an off—farm job in 1982. 
**Did Not” Group: Respondents did not have an offfarm job in 1982. 
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purchasers would be consistent with the age related variables discussed in the previous 
Paragraph. Locations of purchases by those respondents who had, and did not have, an 
off—farm job in 1981 before their land Purchase are shown in Figure Vi.3. Purchases by 
both groups seem to be fairly evenly spread over the province. Purchasers with off—farm 
jobs owned and rented fewer acres of land both before and after their purchase than did 
purchasers without off-farm jobs. Those with off—farm jobs may not have been able to 
farm as many acres because they had less time in which to farm them than those without 
off-farm jobs. This result may suggest that off-farm jobs were more likely to be held by 
beginning farmers, since they have had less time to accumulate acreage than more 
established farmers. 

The last variable found to be significantly different between the two groups was a 
feature of financing. The Proportion of financing received from AADC by the 
respondents who had off-farm jobs was greater than that received by those not working 
off the farm. Many of the farmers who applied to FCC and AADC said that without that 
financing they would not have purchased land. This was true more so for those with 
off—farm jobs than for those without off—farm jobs. 

For the most part, frequency distributions for the off-farm, and noh=ort—farm, 
job groups were very similar. There were major differences in the residence of 
respondents who did and did not have an off—farm job. Those with an off—farm job 
resided more often in a city or a town and less often on a farm than did those without an 
off-—farm job. This result is not surprising since most off-farm jobs would be located in 
cities or towns. It is important to recall that only the respondents with agricultural 
occupations were asked to respond to questions concerning off-farm jobs. These 
figures thus suggest that a significant proportion of farmers in the sample who purchased 


land lived in an urban center. 


F. Detailed Analysis of Purchasers Who Sold Land in the Year Prior to Their Purchase 
This portion of the analysis was conducted to obtain more information on 

agricultural land purchasers who had sold land between January 1, 1980 and December 

31, 1981. The data was stratified into two groups; land purchasers who had sold land and 


those who had not sold land and the groups were compared using the Mann-Whitney U 
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test. The results of these tests are shown in Table VI.11 The frequency distributions for 
these two groups of individuals are shown in Table V! ie 

“Capital gains” and "tax deferral rollover’ were significantly more important 
reasons for buying land for the group of respondents who had sold land than for the 
group of respondents who had not sold land. This is consistent with the feature that 
Capital gains, in both real and nominal terms, were high for agricultural land over the 
1970's. The importance of purchasing land in order to move the farm operation, for the 
group of respondents who had sold land, coincides with the importance of that reason for 
selling land and with the greater importance of "close to property” to the group that had 
not sold land. The respondents who had sold land did not feel "establish farm” was as 
important 4a reason for Purchasing land as did the group that had not sold land. This might 
be because the group of respondents who had sold was composed of individuals who had 
been involved in farming for a longer period of time. This is confirmed by examining the 
differences in acreage owned, both before and after the Purchase of agricultural land, by 
the respondents in the two groups and the differences in age of the respondents in the 
two groups. 

In comparing the reasons selected as most important for the purchase, about 23 
percent of both groups cited "expand farm’. The group that had not sold land chose 
"establish own farm” most often as the main reason for their purchase while the group of 
respondents who had sold land tended to rate this reason of secondary importance. As 
expected, more of the group who sold land than of the group who had not sold land 
Stated that "tax deferral rollover’ and "move operation” were the most important reasons 
for their purchase. The location of purchases made by the groups who had and had not 
sold land are shown in Figure V1.4. Purchases by both groups seem to be fairly evenly 
spread throughout the province. 

Differences in “age”, "education", "years as an owner", and "years of farming’ were 
significant for the two groups. It appears that the older more established respondents 
sold more land in 1981. The discussion of the frequency results of the two groups in the 
following paragraph is consistent with this statement. 

The residence of the groups was very similar although a larger percentage of the 


group that had not sold land resided on farms and fewer resided in towns than did in the 
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; TABLE V1I.12: 1981 Alberta Land Survey 
Analysis of Agricultural Land Purchasers Who Did, and Did Not, Sell Agricultural Land 
Between 
January 1, 1980 and the Time of Their 1981 Alberta Agricultural Land Purchase: 
Selected Frequency Distributions 


VARIABLE IDV SEn: "OID NWOT SELL 
GROUP GROUP 
Relative Frequency Relative Frequency 
(%) (%o) 

Residence: 

Outside of Canada 0.0 1S 
In Canada but outside of Alberta el ee, 
In Alberta in a city (pop. 10,000 +) LES 8.2 
In Alberta in a town (pop. - 10,000) Sal Wey 
In Alberta on a farm 80.6 74.5 
Other 2:8 18 


Occupation: 
Agricultural ooy 88. 
Non-agricultural iN@;S} va 


Off-Farm Job, 1981: 


Yes 43.8 27.4 
No 56 2 72.6 
Spouse Off-Farm Job, 1981: 

Yes cs: 226 
No She! Wiles 
N/A 24.5 6.4 

Off-Farm Job, 1982: 

Yes 46.1 clea) 
No Ses 64.5 
Spouse Off-Farm Job, 1982: 

Yes 26.6 24.5 
No Ses TO 
N/A SRS 5 

Farm Business Structure: 

Individual 59.6 63:0 
Partnership 20/5 1268S) 
Corporation ee 14.1 
Joint venture Sp Zee 
Canada Land Inventory: 

1 7, Tal 

2 eh 2a 
3 143 18.9 
4 5.4 oh: 
5 he 0.0 

6 Or3 0.0 
8, Unknown 60.4 5ai3 
Land Ownership: 

Individual 60.2 G5 
Family partnership 2.8 32.4 
Non-family partnership wee OS 
Family corporation Or Ss 
Non-family corporation 1.6 es 
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TABLE VI.12 CONTINUED: 1881 Alberta Land Survey 


C2) 


Analysis of Agricultural Land Purchasers Who Did, and Did Not, Sell Agricultural Land 


Between 


January 1, 1980 and the Time of Their 1981 Alberta Agricultural Land Purchase: 


Selected Frequency Distributions 


VARIABLE (DIDS SELE INT 
GROUP GROUP 


Relative Frequency Relative Frequency 


(%) (9 


Most Important Reasons for Purchase: 


Expand farm 24.0 23.0 
Child entering farming on 70 
Establish own farm 37.0 14.0 
Investment 6.0 ZG) 
Tax deferral rollover 0.0 LANG 
Move operation 0.0 8.0 
Close to property 5:0 8.0 
Other 9:0 4.0 
Parcel previously rented: 

Yes 25.5 Ze 
No 74.5 87.8 
Loans from FCC, AADC, or FBDB: 

Yes 2ou, che 
No 40.3 20.2 
Did not apply 30.9 40.5 
Use in 1982: 

Farmed it myself 84.6 VEE 
Rented it out 8.8 TOS 
Hired someone to farm it 136 8.6 
Held it idle 0.8 1.0 
Other 4.) 29 


*"Did Not Sell” Group: Respondents did not sell agricultural land during the time specified. 


**"Did Sell” Group: Respondents did sell agricultural land during the time specified. 
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group of respondents who had sold land. These results are consistent with those noted 
earlier for the age analysis (Table V1.2) in which the younger respondents were more likely 
to reside on farms than were the older respondents. Some older respondents may be 
moving to towns or off the farm in order to retire. This may also explain why they are 
selling more land. 

A larger percentage of the group that had not sold land, than had sold land, had 
rented their purchased land before. This result is consistent with the younger age and 
possible need to rent land of this group. The group that had not sold land was younger 
and contained a higher proportion of respondents who implied a need for concessional 


financing in purchasing agricultural land. 


G. Detailed Analysis of the Size of Land Holdings of Respondents 

In this part of the analysis, the median (480 acres) and the mean (936 acres) number 
of acres owned by the respondents following their purchases of agricultural land in 1981 
were used to divide the respondents into groups. The Mann-Whitney U test indicated that 
a large number of variables were significantly different between the two mean-divided 
groups. The results of the tests are given in Table VI.13 and the results of the frequency 
distributions for this analysis are given in Table VI.14. The median value of the number of 
acres owned by respondents following their agricultural land purchase was also used as a 
means of dividing the total group of respondents. A large number of variables were also 
significantly different between these two median groups. The results of the median 
groups tests are given in Table VI.15 and the results of the frequency distributions for this 
analysis are given in Table VI. 16. 

"Market value" and "distance to city” were significantly different for the groups 
divided by the median value of acres owned by respondents following their purchase but 
not for the groups of respondents divided by the mean value of acres owned. Those 
respondents owning less than 480 acres purchased parcels closer to the cities and this 
may account for the higher market values of these parcels. 

Three of the reasons given for the purchases were significantly different for the 
groups divided by the median value of acres owned by respondents following their 


purchase but not for the groups of respondents divided by the mean value of acres 
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TABLE V1.14: 1981 Alberta Land Survey 
Analysis of Two Groups of Acreages Which are Based on the Mean Number of Acres 
Owned by Agricultural 
Agricultural Land Purchasers Following Their First Purchase of Agricultural Land in 
Alberta, in 1981: 
Selected Frequency Distributions 


VARIABLE =936 ACRES 936 + ACRES 
GROUP GROUP#* 
Relative Frequency Relative Frequency 
(%o) (J) 


Residence: 
Outside of Canada h 
In Canada but outside of Alberta i 
In Alberta in a city (pop. 10,000 +) 
In Alberta in a town (pop. - 10,000) | 
In Alberta on a farm Pe 
Other 2 
Occupation: 
Agricultural Sg. 
Non-agricultural 14 
Off -Farm Job, 1981: 

Yes 

No 

Spouse Off-Farm Job, 1981: 
Yes 

No 

N/A 

Off-Farm Job, 1982: 

Yes 

No 

Spouse Off-Farm Job, 1982: 
Yes 
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Farm Business Structure: 
Individual 66.2 
Partnership 222 
Corporation os 
Joint venture 9. 


Land Ownership: 

Individual 6 
Family partnership 2 
Non-family partnership 1.0 

Family corporation 4.2 20 
Non-family corporation 0.6 
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TABLE VI.14 CONTINUED: 1881 Alberta Land Survey 
Analysis of Two Groups of Acreages Which are Based on the Mean Number of Acres 
Owned by Agricultural 
Agricultural Land Purchasers Following Their First Purchase of Agricultural Land in 
Alberta, in 1981: 
Selected Frequency Distributions 


VARIABLE =936 ACRES 936 @ACRES 
GROUP GROUP 
Relative Frequency Relative Frequency 
(% 70) 


o) /o} 


Most Important Reasons for Purchase: 


Expand farm 23.0 Zoo 
Child entering farming ZO 12.0 
Establish own farm 43.0 100 
Investment 4.0 8.0 
Tax deferral rollover 1.0 6.0 
Move from city/town one) 1.0 
Close to property 3.0 LOW 
Other 7.0 Low 
Parcel previously rented: 

Yes 2425 24.4 
No Teo fa16 
Loans from FCC, AADC, or FBDB: 

Yes 2915 CSRs 
No 440 20.6 
Did not apply 20.5 45.6 
Use in 1982: 

Farmed it myself 3a.0 82.9 
Rented it out Sis) 10.4 
Hired someone to farm it o G10 
Held it idle iS oa, 
Other 3.9 3y/, 


*-936 Acres Group: Respondents owned less than 936 acres of land following their 
purchase. . . 
**936 + Acres Group: Respondents owned 936 acres or more of land following their 
purchase. 
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TABLE V1.16: 1981 Alberta Land Survey 

Analysis of Two Groups of Acreages Which are Based on the Median Number of 
Acres Owned by Agricultural 

Land Purchasers Following Their First Purchase of Agricultural Land in Alberta, in 


1881: 


Selected Frequency Distributions 


VARIABLE 


Residence: 

Outside of Canada 

In Canada but outside of Alberta 

In Alberta in a city (pop. 10,000 +) 
In Alberta in a town (pop. - 10,000) 
In Alberta on a farm 

Other 


Occupation: 
Agricultural 
Non-agricultural 


Off-Farm Job, 1981: 

Yes 

No 

Spouse Off-Farm Job, 1881: 
Yes 

No 

N/A 

Off-Farm Job, 1982: 

Yes 

No 

Spouse Off-Farm Job, 1982: 
Yes 


Farm Business Structure: 
Individual 

Partnership 

Corporation 

Joint venture 


Land Ownership: 
Individual 

Family partnership 
Non-family partnership 
Family corporation 
Non-family corporation 


-—480 ACRES 
GROUP 
Relative Frequency 


480 + ACRES 
GROUP** 
Relative Frequency 


TABLE V1I.16 CONTINUED: 1881 Alberta Land Survey 
Analysis of Two Groups of Acreages Which are Based on the Median Number of 
Acres Owned by Agricultural 
Land Purchasers Following Their First Purchase of Agricultural Land in Alberta, in 


1981: 


Selected Frequency Distributions 


VARIABLE 


Expand farm 

Child entering farming 
Establish own farm 
Investment 

Tax deferral rollover 
Move from city/town 
Close to property 
Other 


Yes 


Loans from FCC, AADC, or FBDB: 


Yes 
No 
Did not apply 


Use in 1982: 

Farmed it myself 

Rented it out 

Hired someone to farm it 
Held it idle 

Other 


-480 ACRES 
GROUP 


Relative Frequency 
(9 


70} 


Most Important Reasons for Purchase: 


480 + ACRES 
GROUP 
Relative Frequency 
(Yo) 


*-480 Acres Group: Respondents owned less than 480 acres of land following their 


purchase. 


**480 + Acres Group: Respondents owned 480 acres or more of land following their 


purchase. 
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Owned by respondents following their purchase. "Increase farm income’ was rated as 
being more important for those respondents owning more than 479 acres of farm land 
while “recreation” and ‘investment’ were more important for those respondents owning 
less than 480 acres. |t shoud be noted that about 10 percent more of the group of 
respondents who owned less than 479 acres than the group of respondents who owned 
more than 480 acres were employed in farming. 

“Another job”, as a reason for selling farmland, received a different response in the 
groups of respondents divided by the median number of acres owned than it did in the 
groups of respondents divided by the mean number of acres owned This reason was 
more important to the group of respondents who owned less than 480 acres of land than 
it was to the group of respondents who owned more than 479 acres of land. Forty-nine 
percent of the group of respondents who owned less than 480 acres had off—farm jobs 
in 1981 compared to 34.6 percent for the group who owned more than 479 acres. 

The remaining significantly different variables were so for both the median and the 
mean groups. Age and those variables which seem to be associated with age, such as 
education, years of farming, acreage owned and rented both before and after the 
Purchase, and source of financing, indicated that the smaller acreages were generally 
owned by younger, less experienced individuals. 

The group of respondents who owned less than 480 acres seemed to be 
somewhat less involved in farming since slightly larger percentages of this group, relative 
to the other three groups, lived in urban centers versus on the farm, held off—farm jobs, 
did not know the major CLI classification of their property, and did not farm their own 
property. Nonetheless, the most important reasons cited for agricultural land purchases 
by the groups of respondents who owned less than 480 acres were "establish farm” and 
“expand farm’. To some extent this might reflect the younger age of this group. 

On closer examination, the group of respondents who owned less than 936 acres 
of land generally resembled the group of respondents who owned less than 480 acres of 
land. It becomes apparent that this group, however, is slightly more "farming oriented” as 
suggested by the larger percentage of individuals residing on the farm, farming their own 


land, and being employed on the farm in this group (Tables 14 and 16). 
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In Comparison to the two groups with smaller farming operations discussed above, 
the groups of respondents with more than 935 acres and more than 479 acres seemed to 
be somewhat more involved in farming. Although 34.6 percent of the group of 
respondents who owned greater than 479 acres had an off—farm jop in 1981, only 19.7 
percent of the group of respondents who owned more than 935 acres did. This seems 
consistent with the notion that larger farmers generally do not have off-farm jobs. The 
two groups of respondents with larger acreages were also more inclined to know their 
major CLI classification, to live on a farm, and to have agricultural occupations. Their 
choices of the most important reason for their purchase were fairly evenly spread over 
several variables. This was particularly true for the group of respondents who owned 
more than 935 acres of land where "close to property’, ‘investment’, and ‘child entering 
farming’, were cited as more important reasons for buying land than "establish own farm’ 
which was given as a more important reason by the smaller acreage categories of 


respondents. 


H. Detailed Analysis of Reasons Cited by Purchasers for Buying Agricultural Land 

The reasons given for purchasing agricultural land in Alberta in 1981, by various 
categories of individuals, have been touched upon in the preceding discussions. That 
discussion, however, provides little information on the relative importance of each reason 
cited in comparison with the other reasons within and between categories of respondents. 
To help analyze this feature, a weighting system was applied to the Likert scale of rating 
the importance of each reason for purchase. That is, for each respondent who rated 
“expand farm” as a very unimportant reason (ie, as 1) for purchasing land, the total score 
for that reason increased by one. For each person who rated this reason as fairly 
unimportant (ie., as 2), two points were added to the score for this reason. This continued 
until the weights of all five ranks were calculated and summed. This procedure was used 
for each of the reasons given for purchase of agricultural land. The total scores for all 
the reasons were added together and then the average score of the reasons was 
calculated. This average was assigned the value of 100. The score for each individual 
reason was calculated as a percentage of the average of all the reasons. By comparing 


this figure to the base figure of 100, a determination of the relative importance of each 
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reason could be achieved’, 

The results of these calculations for all of the respondents to the survey and for 
the specific categories of respondents, such as age, residence, occupation, sales and 
mean and median size, are shown in Table VI.17. The results for the total survey show 
that, for the respondents as a whole, "establish own farm’, "increase farm income”, and 
“expand farm’ were scored highest as reasons for purchasing land in the province in 
19s. 

On applying this exercise to two age categories divided by the average age of the 
respondents, some differences became evident. The younger group gave greatest weight 
to “establish own farm” and allocated the secondary positions to "increase farm income", 
"good price”, and "expand farm”. The older group, on the other hand, gave greatest weight 
to “expand farm” and allocated the secondary positions over five reasons including 
“increase farm income”, "good price”, "child entering farming’, "close to other property”, 
and investment’. 

The results of the index for the older and younger age groups were consistent 
with the index results for the total survey. "Establish own farm” was relatively more 
important for the younger than the older age group of respondents and "expand existing 
operation” was relatively more important for the older than the younger age groups of 
respondents. The importance of "investment" to the older age group may be due to older 
respondents consideration, in their purchase of agricultural land, of the ability of 
agricultural land to hold and possibly accumulate value, making it a good investment for 
future retirement. 

The results of the index for the agricultural land buyers who resided on Alberta 
farms were fairly consistent with the results of the index for the younger age group of 
buyers. Urban dwellers, on the other hand gave the greatest weight to "establish own 
farm” and gave "investment’, "increase farm income”, "expand farm’, and “good price’ as 


second choices. 


“This technique of analyzing information received from Likert scales was designed by 
William E. Phillips for use in a series of studies completed for the Alberta Oil Sands 
Environmental Research Program. (Source: William Phillips, Denis De Pape, and Leonard 
Ewanyk, A Socioeconomic Eva/uation of the Recreational Use of Fish and Wi/d/ife 
Resources /n A/berta with Particular Reference to the Athabasca Oj! Sands Area, 
(Edmonton, Alberta: Aquatic and Terrestrial Fauna Technical Research Committees of the 
Alberta Oil Sands Environmental Research Program, 1977) 
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The results of the index for the respondents who had an agricultural occupation 
were consistent with the results of the index for the younger group of respondents 
Respondents with non-agricultural occupations, however, gave the greatest weight to 
‘investment’ and gave ‘establish own farm” and "inflation hedge’ as second choices. These 
results suggest somewhat greater importance of land as an investment to nonagricultural 
purchasers. 

The group of respondents who did not sell any land in the year prior to their 
Purchase of land exhibited index results that were close to those results of the index for 
the total sample. Respondents who sold land, however, ranked "increase farm income’ 
and “expand farm” as the most important reasons and ranked "establish own farm”. “good 


price’, and "investment’ as slightly less important. 


|. Detailed Analysis of Reasons Cited by Purchasers for Selling Agricultural Land 

This portion of the analysis of the results of the study examined results of an index 
for the reasons for selling land. The results of the index were calculated in the same way 
as were the results of the index for the reasons for purchasing land. Table VI.18 presents 
the results of the index for the reasons for selling land. In terms of all the respondents 
who sold land, "move operation’ was rated as most important but "change operation” was 
a relatively close second and selling to obtain "capital gains” and for "financial reasons” 
were both ranked third. It appears that most respondents to whom this portion of the 
Survey applied, continued to farm after they sold land since they subsequently purchased 
land, but desired to change their location or the type of farming they were doing. 

It may be noted here that many respondents who sold land indicated one very 
important reason for selling that land. The other reasons were generally considered very 
unimportant. 

The results of the index for the younger and older and agricultural occupation 
groups of respondents who had sold land and made a subsequent purchase were similar to 
the results of the index for the total sample since "move operation” and "change operation’ 
were ranked highest as reasons for selling land. Respondents with non-agricultural 
occupations ranked "move operation’, “speculation”, and 'retirement’” the highest reasons 


for selling land. These results give some, though fairly limited, support to the notion of 
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the "ripple effect’. The importance of such reasons for selling as "Move operation’ and 
“change operation’ suggest that examining the responses, in terms of location, of 


respondents who sold and subsequently purchased agricultural land may give further light 


on this issue. 


J. Detailed Analysis of Sources of Credit Used to Finance an Agricultural Land 
Purchase 

To obtain a better understanding of the sources of credit which were commonly 
used to purchase agricultural land in 1981, amore thorough examination of these sources 
Was Carried out. The Mann-Whitney U test was employed to determine if significant 
differences existed in the percentage of financing received from the sources of credit. 
Respondents who received financing from a particular source of credit were compared 
with respondents who did not receive funding from that source. Respondents who 
received financing from FBDB and “other” sources were not included in this analysis 
because of their small number. 

The results of the Mann-Whitney U test for the sources of financing used by the 
respondents to purchase their land are shown in Table VI.19. These results may be 
interpreted according to the following example. All respondents either did or did not 
receive financing from a bank. Of those who did not receive financing from this source, 
the average percentage of financing received from AADC was 48.6. Likewise, of those 
who did receive financing from the bank, the average percentage of financing received 
from AADC was only 1.29. The difference in the percentage of financing received from 
AADC by those who did and did not receive funding from a bank is significant at the .05 
level. 

According to Table VI.19, the use of AADC financing was the most popular source 
of credit, followed closely by bank financing and purchaser financing. It is possible that 
AADC is catering to the younger, beginning farmers and the banks and the purchasers’ own 
funds are generally supplying the credit for the older, more established farmers and the 
non-farmers in the sample. These results would be consistent with those found in the 


detailed analysis of the age of respondents (Table VI. 1). 
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TABLE V1.19: 1981 Alberta Land Survey 
Analysis of Sources of Financing Used, and Not Used, to Purchase Agricultural Land 
in Alberta, in 1981: 
Mann-Whitney U Test Results and Group Means for Selected Variables 


SOURCES AND U TEST: LEVEL MEAN VALUE MEAN VALUE 
SELECTED VARIABLES OF "DID NOT USE” "DID USE” THIS 
SIGNIFICANCE THIS SOURCEx* = SOURCExx* 


Own Funds: 


Own funds OO000* 0.0 493.2 
Bank 8332 24.3 ERED 
AADC O00 48.2 tec 
ECE 0290 12.8 3.6 
Seller WATS 5.9 615 

Family 3078 6.6 Ze 
Banks: 

Own funds 4881 29.0 22m 
Bank OOOO 0.0 63.8 
AADC 0000 43.6 1.29 
Sere, 0002 bis 120 

Seller 2358 7.9 al 

Family 1142 5.4 Ze 

AADC: 

Own funds 0000 36.8 Su, 

Bank 000% 35.0 0.9 
AADC 0000 0.0 90.2 
FEC 0175 10.5 20 

Seller 000 1* 8.9 0.8 

Family 1343 BS ees 

FCG: 

Own funds 754 27.8 18.3 
Bank .000 1* 26.5 4.3 

AADC 0035 31.9 10.8 
Eee .OO00* 0.0 61.8 
Seller 2258 G7 3.4 

Family m2 48 3.5 

Seller: 

Own funds 7730 278 20.2 
Bank m264 248 13.8 
AADC .000 1% Sees) Che 

FEG .1920 8.5 1.9 

Seller 0000 0.0 59.1 
Family 5934 4.6 1.5 

Family: 

Own funds 0430* 27.9 13.0 
Bank .0498* 249 10.4 
AADC .0500* 30:4 tee 
FCC ES 8.2 3.9 

Seller 6310 6.4 49 

Family 0000 0.0 49.2 


SOURCES AND 
SELECTED VARIABLES 


Own Funds: 

Age 

Years of farming 

Years as land owner 
Parcel-total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 
Banks: 

Age 

Years of farming 

Years as land owner 
Parcel—total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 
AADC: 

Age 

Years of farming 

Years as land owner 
Parcel—total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 
ECC: 

Age 

Years of farming 

Years as land owner 
Parcel—total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 
Seller: 

Age 

Years of farming 

Years as land owner 
Parcel—total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 
Family: 

Age 

Years of farming 

Years as land owner 
Parcel—total acreage 
Parcel—market value 
Prior acres owned 
Following acres owned 


*Denotes statistically significant at 05. 
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xx Did Not Use” Group: Respondents did not receive funding from the specified source. 
xxxDid Use” Group: Respondents did receive funding from the specified source. 
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The six variables in the second part of this analysis were used to help determine if 
certain individuals were more likely to use certain kinds of financing. "Market value” was 
also used to help determine if financing is associated with the quality of land purchased 
‘Market value” was significantly different for respondents who had and did not have seller 
financing. Those respondents with financing from the seller appear to have purchased 
land with higher market values than those without financing from the seller. Financing 
from the seller, according to Johnson and Hanson, may have more attractive financing 
provisions relative to more conventional financing for the purchaser and this may 
encourage somewhat higher bid prices®®. 

Analysis of the group of purchasers who had made a downpayment on their 
purchase indicated they tended to be older and more experienced than those who had not 
made a downpayment. Those with bank financing also fell into this category. Older 
individuals have had more time to collect savings and consequently provide a down 
payment. They are also less likely to qualify for FCC and AADC funding but they are more 
likely to have refined their management skills, to have other securable land, and to have had 
some previous credit experience. These features make them a more likely acceptable 
credit risk for the commercial financial institutions. 

Those respondents with AADC financing, on the other hand were generally 
younger and less experienced. The tendency of these respondents to purchase more 
acres in their first parcel than those without AADC financing might be partly because they 
were receiving concessional financing. AADCs attraction to younger farmers is probably 
due to their beginning farmer loan progran and the value of the concessional terms and 
conditions which apply to it. 

According to statistics published by FCC on the characteristics of FCC borrowers, 
loans to assist persons under 35 years of age accounted for the greatest percentage of 
the Corporation's lending between 1978 and 1980. Over those three years, loans to this 
group of borrowers remained constant at 72 percent of loans approved by FCC%. 
According to this study, however, age as not a significant factor for those who did and did 


not borrow from FCC as would have been expected, given the above statements. The FCC 


#5 Johnson and Hanson, p. 18. J , 
%Farm Credit Corporation, Statistics 7980 Federal Farm Credit, (Farm Credit Corporation, 


1980), p. 34. 
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statistics, however, are for Canada as a whole while the Survey results are for Alberta 
AADC's popularity, after it's change in lending policies, with beginning farmers may have 


influenced the FCC statistics after 1980 as well 


K. An Examination of the “Ripple Effect” 

To obtain a fuller perspective on individuals who sold land between January 1, 
1980 and the time of their land purchase in 1981, a map was constructed to show the 
municipalities where sales and subsequent purchases were made. This map is given In 
Figure VI.20. About 26 percent (or 22) of the respondents who both sold and bought 
agricultural land, did so across at least one municipality. About 54 percent (or 46) of the 
respondents in this examination sold and bought land in the same municipality. Finally, 
about 21 percent (or 18) of the respondents sold and bought land in adjoining 
municipalities. 

There is a suggestion of a northward movement between sales and subsequent 
purchases in Figure VI.5. Comparatively few respondents moved south. There also 
appears to have been a relatively large amount of activity in the Camrose area, especially in 
terms of purchases. A total of 7 purchases were made in the County of Camrose after a 
sale in some other municipality. The respondents indicated they felt "move operation’, 
“good price”, and the economic related reasons like “investment”, "inflation hedge”, "capital 
gains’, and "tax deferral rollover” were important reasons for their agricultural land 
purchases. In terms of reasons for selling land, these respondents indicated "move 
operation” and "change operation’ as the most important reasons, followed by "urban 


moon 


expansion”, " capital gains” and “speculation”. A majority of these respondents farmed the 
land they purchased themselves, two of them rented it to someone else to farm and one 
individual hired someone to farm it for him. All but one of the seven respondents (who 
resided in a city) resided on a farm in Alberta. Correspondingly, one of the seven 
respondents indicated he was retired while the remaining respondents were employed in 
agriculture. This subset of respondents from the County of Camrose appeared to be 
actively engaged in farming and sold and purchased land in order to move their farming 


operation while at the same time deferring capital gains taxes on the land sold by buying 


other similar land within the specified time period. 
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To obtain a fuller picture of those individuals who sold land in one municipality and 
purchased land in a distant municipality, this group was compared to a group composed of 
those who sold and bought agricultural land within the same municipality or in adjoining 
municipalities. This comparison was accomplished with a t test for differences in means 
The null hypothesis for this test is the same as for the Mann-Whitney U test: that there is 
no difference along selected variables for the two groups. The t test employs means and 
Standard deviations of the two groups to obtain the calculated value which the critical test 
value is Compared to. The critical value for a level of significance of .05 and 80 degrees 
of freedom is 1.67. If the calculated value is greater than + 1.67 or less than — 1.67, then 
the null hypothesis is rejected and the two groups are probably different in terms of the 
variable selected for comparison. Table VI.20 shows the results of the t test for those 
variables in the survey which were at least ordinal in measurement. 

The results of this exercise show quite clearly that the respondents with sales and 
distant purchases included significantly younger individuals whose prime reasons for 
selling land in one area and buying in another were different from the respondents with 
sales and closer purchases. The respondents with sales and distant purchases wished to 
change and/or move their operation and they wanted to move away from the city. Very 
few respondents (2 and 8, respectively), cited expropriation or urban expansion as 
important or very important reasons for selling agricultural land. The significance of cited 
reasons for purchase and sale such as a good purchase price and a desire to move or 
change operations, and the insignificance of such reasons as expropriation and urban 
expansion suggest that the survey results do not support the general notion of the "ripple 


effect’. 


on wr saloal 
on eee oh Mahe > aide of is 
tos Gthe lpia a ml 
nent Sad mat eee wp TEs ee wey & es 
wr ee ee ip’ ove wit 
saps ~@* tae ee ee otry ey 

semi akars 6 ars * ainda | 
bi Seles “ee RIMITEEEST OER yreso slur wore acon ot +0 2 | 
~~) ocants ee GD ETO epr00) ee aoe ata 
ee grill ine 02% ene ib 
xt Cyreow squetaereetid ale teiee oe ormananehe AF aumactanug seR0k 
ow ame et cor Cp Cre See or! Se oyaees wy sets 
me Oivnje? Sew je Se Mie 2 Nile as ® ore 5) a 
se ts ere at! Big me uiics 45 1041 at rramin Wrancerrh ymy 9 ans 
ee eae <a ie ean bre it 
tia De aay te Surety fet 16 ee ae 
jae i O48 ip nie Wag CP Spee «1 OF ruses (eye a 19 


— & 
7 


. 


roms hn 


ae 


157 


Le Se ATA J8UIO 
Le Le xBB1- aod pood 
See Gc re Q@dUSPISGi O} Bsoly 
ORS: LS x76 | Aysadoid 0} aso|y 
61 ec Globe pue| je}Ue4 ON 
ep Gc x60 Z UMO}/A}ID WO44 BAOCIA| 
Ge BE </leo— uolesado We} BAOI/\ 
BC BC Set JOAO|O4 jesiayap xe], 
8Z Bz 97G0O’ suieb jeyideo 
GZ GZ LEG ebpay uoielsuy 
O€ LAG Cre JUSLU}SBAU| 
vl EL Lv juatudojansp Heuopy 
vi Gil 61 - UuOoleasOey 
oul 91 GZ B@WOY PUdDaS 
ee ve 86 - we} Ysijqe}sy 
SC Ve 8 l= Hulluey Jajue pyiud 
LEC GC GU. Joge| esp 
6C Es, GQ - Asauiyoew asry 
GE eae 6E1- S]SOO paxiy peaids 
She LE 9c = QWOOUI We} aseasdu| 
GE We 626— ue} puedxy 
‘aseyoing 10} SuOseay 
aco GAS) Ll AyD 0} BOURYSIP—jad1e Y 
6 862 QOVEL 9€° L86L anjea yaxsew-—jadueYy 
POLEV 9€6r 7G ebeasoe peyeanjno—jaouey 
CLEG bv 669 GO l= abeaioe je}0}-jadue4 
LGl SG LV i 4JO8UMO pur] Se Sea, 
oat vGl 98 BHuluey 4O Suea, 
GLv 00v “LOZ aby 
#**dNOUD .YASOTND. **d NOUS WYAHLYNA. ANIWA 1 
AN IVA NVAU ANIVA NVA GalVindWwd AIEVIVA 


sueayy dnoid pue sueapyy ul BDUaIaJJIG JOJySay | 
BEL Ul EVaqiy Ul pueq jeinyjnouby yo aseyoing e apeyy OS|\ pue G/El ‘LE Jaquiacag Jay 
puey jeanyjnouBy pjos OYA Siaseyoing pue eyiaq|y $O sdno1iy OMY 4o sisAjeuy 
AaAing pue7 eVaqy L86l OZ 1A A1aVL 


158 


pure} pjos Aauy B4IBUM jo Ayyedioiunuu @uO UIUIM pue} paseyound sjuaepuodsey ‘dnoudy JOSO|D xxx 
pjos Aay} asaym Wwoss Ayyedioiunw auo uey} Aeme Jauying pue; Paseyoind sjuaepuodsay :dnosyd sayin xx 
‘GO ye JUeODIYIUBIS AjjeoONSHe|S Se}OUsqx 


OO 00 Loe 4810 
at 00 O€ | Ajiue + 
LY EO 91S = Aa\|9S 
Zt OO De gq 
g LG Of J94 
Bic | SO stom IaVV 
LOC pst 882 syueg 
a4 yGG 6ll spun} UMQO 
:Sa04INnOoS Bulsueul 
Sie VE 6L 4OU1O 
vi al LOBE, YWeeY JUSsWdIIEY 
2G 113 xp9T- uoijyesado we} Huibueyy 
Col Gil 686 —- e6ue) 00} Wue+ 
(CRS Oc 090 uonejnoads 
Gc Oz iO | Stuajqoid jeioueul4 
sal CE 89r - qof sayjouy 
Ee vv *L0€- uoijeiado We} BAOI/ 
GZ GC 698 °- sureb jeyided 
a1 91 800 uoisuedxe ueqin 
Gt vil GO peyendoudxe Ajiadoig 
‘ajeS 10} Suoseay 
[aytaih hts) LAS 8S1L0 PJOS SE1oe |e}OL 
L990 G6OE £8 pajuei sade Buimojjo4 
| 9GD LvGe LG ll pejuat seve 101g 
brvsll Z1901 Gv paumo sade Hulmoyjjo-y 
v 696 | Ov6 801’ PeUuMO Saj0e 101d 
anode aaSOi: dNOYD WYSHLYNG. Say ASE 
ANIVA NVAW ANIVA NVAW GalviInoiv AIEVIYVA 


sueay dnoid pue sueayy ul BOUaIaJJIG JOJYSSy | 
ABEL Ul EVaqiy Ul pueq jeinyjnouBy jo aseyoing e apey OS} pue G/El ‘Le Jaquiacag Jay 
puey jeinyjnoubBy pjos Ou Siaseyoing pue yl eviag|y JO sdnoiy OMY 4o sisAjeuy 
ABAANG puey BVaqiy L86L ‘GANNILNOD 021A 31aV.L 


Me os troellinke ghcrieigseater 
f ohare s'G IVE weet ot arr Sate Pe ote lag tireay® Peace | : 


* q neta ws ee Ca | so Gevopal apne 


Vil. SUMMARY AND CONCLUSIONS OF THE RESULTS OF THE STUDY 

This study has, in the preceding chapters, disclosed information on the nature of 
participants in the 1981 Alberta agricultural land market; outlined the nature of purchasers 
stated buying motivations; assessed some of the institutional and economic factors 
affecting the market for agricultural land in Alberta; and checked the accuracy of published 
information on the agricultural land market. 

This chapter provides a brief summary of the results of the 1981 Alberta Land 
Survey and, at the same time discusses some of the conclusions which arose from those 
results. This discussion will include some implications and limitations of the study, as well 
as some recommendations for further studies on agricultural land markets. Appendix D 
provides a list of detailed comments, suggestions and recommendations that were 
provided by the respondents to the survey. 

The total response rate of the 1981 Alberta Land Survey was 51.5 percent or 948 
acceptable responses from the 1,890 individuals who were chosen, by a simple random 
sampling process, from the 1981 Alberta Land Title Changes listing to be part of the 
survey. Approximately half of these respondents were involved in a land transfer for the 
purpose of purchasing agricultural land in Alberta in 1981. The remaining respondents 
were involved in land title changes for such reasons as family land transfers, transfers to 
the executor of an estate and transfers because of a name change. The remainder of the 
results of the survey referred only to those respondents who indicated that they had 
purchased agricultural land in Alberta in 1981. Although the questionnaire for this survey 
did not do so, it may have been beneficial to obtain more information from the 
respondents who did not purchase agricultural land. This additional information may have 
been valuable for comparing respondents who had made a new agricultural land purchase 
with those who owned land prior to 1981. 

In the analysis of the results of the survey, two predominant characteristics of 
purchasers emerged. The first characteristic concerned the low average age of 
respondents relative to that of 1981 Alberta census-farm operators. The second 
characteristic concerned the occupations of respondents which were largely agricultural 


in nature. 
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The average age of respondents who purchased agricultural land was about 37 
years. This figure is low in comparison to the average age of 46 years of Alberta census 
farm operators in 1981. The average number of years of education completed by 
respondents was 12.4 and this figure was high relative to the distribution of years of 
education obtained by Alberta census farm operators. Approximately 79 percent of the 
respondents to the survey resided on a farm in Alberta) Over 91 percent of Alberta 
census farm operators, however, resided on the farm operated. About 19 percent of the 
respondents to the survey resided in cities and towns in Alberta’ The balance of the 
respondents resided outside of Alberta) The main occupation of the respondents was 
“agriculture” with a relative frequency of 87 percent. About 32 percent of the 
respondents who did not cite themselves as farmers actually farmed their land themselves 
in 1982. The occupations of those not employed in agriculture were primarily in 
education, health, or welfare and construction, communications, or transportation. About 
28 percent of the respondents indicated that they had more than one occupation and over 
96 percent of these respondents were occupied in agriculture. Approximatedly 40 
percent of the respondents who had an agricultural occupation indicated that they had an 
off-farm job in 1981 before they purchased agricultural land. About 28 percent of the 
spouses of the respondents who had an agricultural occupation, also had an off-farm job 
in 1981 before their land purchase. About 3 percent more of both respondents with an 
agricultural occupation and their spouses had an off-farm job in 1982 than had been the 
case in 1981 before their land purchase. In comparison, Statistics Canada indicated that 
about 41.5 percent of census-farm operators in Alberta in 1981 reported some days of 
off—farm work. 

The occurrence of individual business structures was low (60.2 percent) in 
comparison to that reported by Statistics Canada for 1981 Alberta Census farm operators 
(89 percent). The relatively new type of business structure of "joint venture” showed 
some popularity as 9.3 percent of respondents indicated that this typified their farm 
business structure. 

Respondents had been farming land for an average of 12.4 years. In contrast the 
average length of time farm operators had been self-employed, according to the 1980 


Farm Credit Survey, was 24 years. 
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Respondents purchased an average of 437 acres in their first parcel purchased in 
1981. About 307 acres, on average, of the parcels were cultivated. As is often the case 
in designing a questionnaire, problems in the interpretation of some questions did not 
come to light until after the survey was completed. Rather than providing information on 
purchased land involving one land title, as had been expected, many respondents seemed 
to provide information on purchased land involving more than one land title. The overall 
effect of the difference in interpretation is expected to be minimal since respondents still 
seemed, in their responses to other questions, to be referring to their first 1981 
agricultural land purchase. 

The average market value of the purchased acreage was $682 per acre and this 
figure was high in comparison to the Alberta average agriculture real estate value as 
published by Alberta Agriculture, for 1981, of $443.95. Adjustments of both figures, 
according to specific definitions and guidelines, brought the two values within $30 per 
acre of each other. To provide a more accurate value of agricultural land in Alberta, it is 
suggested that the annual Alberta Agriculture study on rural real estate values readjust the 
upper limit assurance fund value of $1,500 per acre in its definition of agricultural land to 
some higher figure in order to accommodate the large changes in land prices which 
occurred until mid-1981. The $1,500 limit appears to have some downward bias on the 
average land values reported in the Agr/cu/tura/ Rea/ Estate Va/ue publication. It is also 
suggested that a periodic study to give a more accurate record of average land values be 
considered. This could involve a sample survey of transfers to check current market 
values. Alternately, continued periodic checks involving opinions of value of local 
municipal assessors could be undertaken in order to obtain more accurate information on 
rural land values and to provide better monitoring of the accuracy of assurance fund 
values. 

Approximately 60 percent of respondents did not know the major CL! value of the 
land they purchased in 1981. The average distance from the parcels purchased by the 
respondents to the nearest city was 72 miles. The Land Title Changes listing from which 
the sample was drawn could have been used to provide more exact information on the 
location of purchases, the size of parcels that were purchased and the CLI classifications 


of property in the study. However, because of guarantees of confidentiality and 
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anonymity to the respondents of the survey, questionnaires were not identified so that the 
available information from the list could be used. This information would have been 
particularly valuable in providing the major CLI classification of the agricultural land 
purchased by the respondents. 

The most popular reasons given for purchasing land in 1981 by respondents were 
“expand existing farm operation’, "establish own farm’, "closeness to other property”, 
“investment’, and "help child enter farming’. A large number of respondents indicated they 
had ‘other’ reasons for buying land and these were often associated with the purchasers 
personal lives. 

The respondents owned, on average, 585 acres of land before their 1981 
purchase and 937.3 acres of land after the purchase. This last figure was fairly consistent 
with the average size of 1981 Alberta census farms which was 813.3 acres. The 
respondents rented, on average, 338 acres of land before their land purchase in 1981 and 
695.8 acres of land after their purchase. About 22 percent of the respondents indicated 
that they had previously rented the land they purchased in 1981. 

A large proportion (79 percent) of the land-purchaser respondents did not sell any 
land in 1981. The average number of acres sold by those who did sell land was 625.4 and 
they indicated that, in general, they had sold in order to move or change their farm 
operations. It is suggested that further research be directed toward the determination of 
the general characteristics of all sellers of agricultural land in the agricultural land market in 
Alberta.) The information provided by the 1981 Alberta Land Survey on sales of 
agricultural land is restricted to those individuals who made a subsequent purchase of land 
and this information may not be representative of all the sellers in the market. 

A large proportion (83 percent) of respondents to the survey farmed their 
property themselves in 1982. The remaining respondents hired someone to farm the land 
for them, rented it out, or held it idle. 

A relatively large number of respondents got all of their funding for their land 
purchase from one source rather than from several sources. Funding from AADC and the 
banks was common but many individuals provided some downpayment towards the 
purchase of their land. Financing from FCC, FBDB, the family and the seller was far less 


common than the above sources for the respondents. 
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fter examining the frequency distributions of the variables in the study, the 
respondents were divided into two groups for the categories of age (divided by the mean 
age of 37 years), residence (rural versus urban), and occupation (agricultural versus 
non-agricultural). The respondents were later categorized by the size of the farm they 
owned after their purchase of agricultural land in 1981 (divided by the mean (936 acres) 
and the median (480 acres) number of acres owned; by the type of financing they used to 
purchase their land; by whether they had off-farm jobs (divided by yes and no); and by 
whether they had sold land sometime in 1980 or 1981 before they purchased land 
(divided by yes and no). The two groups in each category were compared on the basis of 
Mann-Whitney U tests and frequency distributions and the differences between the 
groups noted. 

The younger age group (36 years or less) of purchasers resided primarily on farms 
and their occupations were predominantly agricultural. The older age group (37 years and 
older) of purchasers resided primarily on the farm as well, but they were more likely, 
relatively, to reside in urban centers. Their occupations were predominantly agricultural 
but they were more likely, relatively, to have non-agricultural occupations. Younger 
purchasers tended to have more years of education. More of them had off-farm jobs. 
The younger purchasers had fewer years of farming experience. They owned less land 
and rented more land than did the older respondents. More of the younger respondents 
relied on concessional financing institutions like AADC for the funding of their land 
purchase. Older individuals tended to have less education and more years of farming 
experience, more owned land and less rented land. They also had sold more land and 
tended to provide relatively larger downpayments towards the purchase of their land. The 
reasons given by the younger purchasers for their purchase of land tended to emphasize 
that they had paid a good price for it and they wanted to establish their own farm. The 
older purchasers tended to place more emphasis on their children, the expansion of their 
farms, the value of land as a hedge against inflation and the benefits of being able to defer 
tax when land is rolled over, in the purchase of land. 

Respondents to the survey who resided on farms were almost entirely employed in 
agriculture and relatively few of them had off-farm jobs. Because a high proportion of 


these respondents were farming, this group had more experience in farming. They had 
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fewer years of education. They owned and rented more land than respondents who 
resided in cities or towns. Those respondents with agricultural occupations were more 
likely, relatively, to farm their purchased land themselves and to obtain financing from 
concessional institutions. In terms of reasons given for purchasing land, the rural 
residents tended to buy land because there was no land to rent and because they wanted 
to increase their farm income. Urban residents tended to place more emphasis on buying 
land for recreation, for non-agricultural development, and in order to move from the city 

Respondents with agricultural occupations were generally younger; less educated; 
more experienced in farming; owned, rented, and sold more land; and obtained more 
financing from concessional financing institutions but contributed less of their own funds 
towards the purchase of agricultural land than did respondents with non-agricultural 
occupations. The respondents with agricultural occupations tended to be more concerned 
with expanding their farms, increasing their incomes, cutting costs, and finding land close 
to their property or residence. Respondents with non-agricultural occupations tended to 
be more concerned with purchasing land for recreational, investment, and non-agricultural 
development reasons. 

Individuals who had off-farm jobs were generally younger, better educated, less 
experienced in farming, purchased fewer acres of land in 1981, owned and rented less 
land, and they tended to obtain financing from AADC and were more likely to live in cities 
or towns than those respondents who did not have off-farm jobs. Those with off-farm 
jobs tended to emphasize the desire to establish their own farms and to move from the 
cities or towns. Those respondents without off-farm jobs placed more emphasis on 
reducing their costs of farming. 

Those respondents who sold land in 1980 or in 1981 before they purchased 
agricultural land, were older, had fewer years of education, were more experienced in 
farming, and owned more land than did those respondents who had not sold land. The 
reasons they gave for purchasing land gave more emphasis on the desire to make capital 
gains and to take advantage of tax deferral rollover provisions. Those respondents who 
had not sold land, bought land to become established in farming and to take advantage of 
property that was close to other owned property. They also received a large percentage 


of their financing from AADC. 
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The respondents who owned relatively large amounts of land after their 1981 
purchase tended to be older and more experienced in farming. They tended to own, rent 
and sell more acres of land and obtain more of their funding from the banks than did the 
respondents who owned relatively small amounts of land. In their purchase of land, they 
placed more emphasis on "expand their farm operations” and to obtain property close to 
property already owned. The respondents who owned less land tended to emphasize 
“establishing their own farm” and also to emphasize that they could move away from the 
cities or towns they were more likely, relatively, to be living in. These individuals also 
obtained more financing from AADC. 

An analysis of the sources of credit employed by the respondents leads to the 
following conclusions. AADC financing tended to be obtained by younger, less 
experienced farmers. Older, more experienced farmers tended to obtain their financing 
from banks and more traditional sources of credit. 

A further analysis of respondents’ stated reasons for purchasing and selling land 
was also undertaken. According to the index computed for the analysis of the reasons 
for buying agricultural land, "expand farm”, "increase farm income’, "establish own farm’, 
and "good price’, were consistently the top four reasons given by all the groups described 
above for buying land. The older age group of respondents, the respondents who did not 
sell any land, and the respondents who owned less than 936 acres of land, felt more 
strongly about buying property "close to other property” owned by them than about 
buying property to "establish their own farm’. The group of respondents who resided in 
cities or towns felt that purchasing land as an investment was more important than 
purchasing land because it had a good price. The group of respondents who did not have 
an agricultural occupation felt that "establish own farm” was a good reason for purchasing 
land but it was a less important reason than “investment”, “inflation hedge”, and "move from 
city/town". 

According to the index computed to analyze the reasons for selling agricultural 
land, "move operation” and "change operation” were consistently the top two reasons for 
selling land given by all groups described above. The group of respondents who did not 
have an agricultural occupation felt that “speculation” was a relatively more important 


reason for their sale of land than was "change operation’. 
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The above results, while leading to the conclusion that the two groups in each 
category had differences, also indicates that they were very similar. The age groups did 
not differ, for example, in total number of acres, and number of cultivated acres 
purchased and both groups exhibited similar characteristics in terms of farm business 
structure and land ownership. The residence groups differed little in age and years of 
farming experience, for example. Most of the groups exhibited more similarities than 
differences and this was especially noticeable in the analysis of the results of the index 
for the reasons for purchasing and selling land. Only in the occupation category, where 
respondents were divided into groups of respondents with or without an agricultural 
occupation, did a relatively large number of differences appear between the groups. It 
may be concluded that the respondents without agricultural occupations are relatively 
more likely to exhibit the characteristics normally attributed to speculators such as an 
interest in land as an investment and a hedge against inflation and purchasing agricultural 
land for recreation and non-agricultural development reasons. A more important 
consideration, perhaps, is that all of the groups of respondents had individuals within them 
that did not conform to the overall average or norm of the group. That is, for example, 
there were purchasers in the younger group of respondents who purchased land as an 
investment and who hired some one to farm it for them. 

Despite the above conclusions, many of the results of the survey hinted at the 
relatively young age of the respondents. Years of education, years of farming experience, 
reasons for purchasing land, number of acres owned and rented, and source of financing 
seemed to indicate the relatively young age of the agricultural land purchasers. 

The major impact on the market seemed to be by respondents who were farming 
or ranching. It may be concluded that while this group of individuals may be concerned 
about the effect on the agricultural land market of “speculators”, "investors”, and 
"foreigners’, they themselves probably have the greatest influence. 

Hutterite colonies and non-residents of Alberta are often blamed for influencing 
agricultural land markets. The general public may not be aware, however, of the lack of 
evidence pointing to non-residents or Hutterite colonies as major influences in the 
agricultural land market in Alberta.) While Hutterite colonies and non-residents did buy land 


in Alberta in 1981, the small number of them in the sample (8 and 41, respectively) did not 
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suggest that they had a substantial effect on the market for agricultural land By 
augmenting demand, they may have had some impact on very local markets but their overall 
effect on the agricultural land market is concluded to have been minimal. 

The notion of the "ripple effect’ was examined in the study. Of the individuals who 
purchased land in the study, about 21 percent of them had made a sale of agricultural land 
in 1980 or in 1981 prior to their purchase of land. About 26 percent (or 22) of the 
respondents who sold and bought agricultural land did so across at least one municipality. 
These individuals tended to be younger than the other respondents who had sold land. 
They were also more likely to buy land in order to "move farm operation”, "move from 
city/town", and because of a "good purchase price’. They were more likely to sell land to 
"move farm operation” and "change farm operation’. Few respondents (2 and 8, 
respectively) indicated that expropriation or urban expansion were important reasons for 
selling their land. These results, combined with the relative importance of such reasons 
for selling and buying agricultural land as a desire to move or change the farm operation, 
led to the conclusion that the survey results did not support the general notion of the 
"ripple effect’. 

As a final comment in this study, it is recommended that a second survey be 
conducted in approximately five years to determine how changes in the agricultural land 
market since the 1981 survey have affected the nature of the characteristics of buyers of 
agricultural land and the motives which influence their decision to buy. The results of such 
a second survey, when compared to those of the 1981 Alberta land survey could also 


provide valuable information on how motives for buying land change as situations change. 
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ARTMENT OF RURAL ECONOMY 


peat is “re eso Perpescr 


December 8, 1982 
Dear Respondent, 

Substantial changes in prices of agricultural land have been evident over the past decade 
Problems may have arisen from the escalation of land prices which occurred until mid-1981 
For example, lack of available financing, high interest costs, and reduced cash flow may have 
restricted the ability of beginning farmers to enter agriculture, may have prevented existing 
farmers from expanding their farm operations, and may have affected other participants in the 
Alberta rural land market There is, however, little information to assess whether or not these are 
major problems 

The Department of Rural Economy of the University of Alberta, with financial assistance 
from Alberta Agriculture's Farming for the Future research program, is conducting a study to 
gain information about the Alberta market for agricultural land and about the effects of changing 
land prices on the participants in this market. This study involves a survey of land owners 
randomly selected from the 1981 list of land title changes Strict confidentiality applies to al! 
individual responses to this survey. No individual response will be identified Each response will 
be combined with those from the other respondents and these will be analysed only as a group 

The overall results of the survey will be forwarded to the Alberta Department of 
Agriculture and to the major institutions which provide financing to purchasers of agricultural 
land. It is hoped that this study will provide accurate information on the purchasers of Alberta 
farmland and on the problems these purchasers may have encountered in buying agricultural land 
The survey will also give a check on the accuracy of the scanty published information on land 
values Your help in filling in the attached questionnaire is important to the success of this survey 
and the accuracy of its results. An addressed and stamped envelope is enclosed for return of 
the completed questionnaire 


Thank you for your help 


JoAnne Bye Michele Veeman 
Research Assistant es Professor 
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January 19, 1983 

Dear Respondent 

Several weeks ago you were mailed a copy of the enclosed questionnaire We are 
sending you this second copy because as many returns as possible are needed to ensure the 
accuracy of the survey. We can not determine who has responded and who has not because of 
the anonymity of respondents. We therefore must send this reminder to all those originally 
selected for the survey If you have already completed and returned the questionnaire please 
accept our thanks for your help and disregard the enclosed 

If you have not yet completed and returned the questionnaire, we would greatly 
appreciate you taking a few minutes to complete the enclosed copy Your response will aid the 
success of this survey and !s important in giving more accurate information on the Alberta 
market for agricultural land The survey will also provide information on any problems 
encountered by purchasers of Alberta farmland during the escalation of land prices which 
occurred until mid- 1981 Strict confidentiality applies to all responses to the survey The overall 
results of the survey will be forwarded to the Alberta Department of Agriculture and to the 
major institutions which provide financing to purchasers of agricultural! land 


Thank you for your help 
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JoAnne Bye Michele Veeman 
Research Assistant Professor 
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-CONFIDENTIAL 
1981 ALBERTA LAND SURVEY 


The substantial changes in prices of agricultural land which occurred over the 1970s and 
early 1980s may have caused problems for participants in this market However, there is little 
information on the extent of these problems--for example, on whether lack of available 
financing. high interest costs, and reduced cash flow have restricted the ability of beginning 
farmers to enter agriculture, have prevented existing farmers from expanding their farm 
operations, or have affected other buyers and sellers of rural land This questionnaire will give 
information about the Alberta market for agricultural land, about the effects of changing land 
prices on the participants in this market, and about the accuracy of published information on land 
values. Your name was randomly selected for this survey from the 1981 list of land title 
changes Strict confidentiality applies to your individual responses to this survey Your responses 
will be combined with those from the other respondents and these will be analysed only as a 
group 


INSTRUCTIONS: Please mark (x) the answer which corresponds most closely to your own 
situation or fill in the blanks where required on the following questions When you have finished 
the questionnaire please return it in the stamped envelope provided to 

1981 Alberta Land Survey 

Department of Rural Economy 

University of Alberta 

Edmonton, Alberta, Canada T6G 2H1 


1 In 1881 @ change was made to at least one land title registered in your name at the Alberta 
Land Titles Office. Please indicate the reason(s) for this/these land title change(s) from the 
list below 

Bought agricultural land (more than 60 acres of range. pasture, grassland, or 
cropland) 
Bought nonaagricultural land 
Change in name(s) 
Transfer within your family 
Lien registration 
Transfer from creditor 
Estate transfer to executor/trix 
Unknown 
Other (please specify) 
IF you answered Question 1 above with ‘Bought agricultural land’, please answer the 


following questions. If you did not respond ‘Bought agricultural land’, kindly return this 
questionnaire in the self-addressed envelope that has been provided. 


174 


- 


2ee aw i gear be © 5 08 nat eerie eyed s HT “I 
ar ves Lt 1 er 0 ever wer ihe abi RTE WOT are 
onde 1 
sankey “au Ge tee @ <5 ven es Gre =P 
| meres 
ee Lk t 
ee 
me ee Now ye 
ore eyreee! - 
gee 9? «ew? 
a @ Civee etelet 
| a 
———————— ee ee 


La rs 


a 


Lea 


2 Your age as of Dec 31, 1981 years 


3 Education (please circle highest year completed as of Dec 31, 1981) 


Grade School Oo f 2 § 4@ B&B & 7 f © 
High School 10 tin V2 
Technical School ] 2 8 A 


University J 2 6868 8 8 7 f © 


4 Indicate your place of residence as of Dec 31, 1981: 


Outside of Canada 


In Canada but outside of Alberta 


In Alberta in a city (population 10,000 and over) 


In Alberta in a town (population under 10,000) 


In Alberta on a farm 


Other (please specify) 


5 Indicate the business, service or industry you were working in, as of Dec 31, 1981. from 


the list below. Tick more than one if applicable 


Agriculture (Farming, Ranching) Retail Trade, Wholesale Trade. Sales 


Forestry, Fishing, Trapping Finance, Insurance, Real Estate 


Mining Quarrys, Oil Wells Manufacturing 
Education, Health, Welfare, Services Retired 
Construction, Transportation, Not Employed 


Communications, Other Utilities 


If you answered Question 5 with “Agriculture”, please complete the following questions. If 


you did not respond “Agriculture”, please go to Question 9. 


6 Please respond to each question below 


a 


Did you have an off-farm job immediately before you purchased your FIRST parcel 
of agricultural land in 1981? YES__ NO ____ 
Did your spouse have an off-farm job immediately before you purchased your FIRST 
parce! of agricultural land in 1981? YES ____ NO ____ NOT APPLICABLE ___ 

Have you had an off-farm job at any time in 1982? YES NO ___ 


Has your spouse had an off-farm job at any time in 1982? 


YES NO NOT APPLICABLE 
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What was your farm business structure as of Dec. 31, 1981? 

SSS ingividualy Partnership _ Corporation _ _ Joint Venture 
How many years have you been farming? years 

How many years have you been an agricultural land owner? years 


Please answer all of the following questions in terms of the FIRST parcel of agricultural 


land you bought in 1981 


Total acreage in parcel acres 
Siren ed alin a 
ie care eee 0) ee 
Lote ie A Sd 
classification (circle your answer} 5 6 7 Dont Know 
eee ee Ol ee ad 


(population over 10,000) 

Location of parcel (complete one County # 

giving name or number) Special Area # 
Municipal District # 


Improvement District # 


Ownership of parcel in 1981 ___ Individual 
____ Family Partnership 
—___ Nonfamily Partnership 
____ Family Corporation 


Nonfamily Corporation 
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Listed below are some reasons to buy agricultural land Were these reasons Very 


Unimportant (1), Unimportant (2), Neutral (3), Important (4), or Very Important (5) to you in 


your decision to buy your FIRST parcel of agricultural land in 19817 


Expand existing farming operation 
To increase farming income 
Spread fixed costs over a larger 
farming operation 

Make better use of machinery 
Make better use of labor 

Help your child enter into farming 
Establish own farm 

Second homesite development 
Recreation 

Nonagricultural development 
Investment 

Hedge against inflation 
Anticipation of capital gains 

Tax deferral rollover provisions 
Move farm operation 

Desire to move away from city or 
town 

No land to rent 

Closeness to other property 
Closeness to residence 

Good purchase price 


Other (please specify) 


Very 


Unimportant 
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Which ONE of the above reasons was MOST important in your decision to buy that first 


parcel of agricultural land in 1981? 


Respond to each question below in terms of your first 1981 agricultural land purchase 


a Number of acres owned by you before your purchase 

b Number of acres owned by you following your purchase 

c Number of acres rented by you from others before your purchase 

d Number of acres rented by you from others following your purchase 
Had you ever rented the agricultural land you purchased in 1981? YES ___—s NO. 


How many agricultural land acres, in total, did you purchase in 1981? 


Please respond to each question below: 


a 


acres 


How many agricultural land acres did you sell between Jan 1, 1980 and the time of 


your 1981 purchase? 


acres 


If you did not sell any agricultural land during that time period please go to Question 17. 


XI 


b 


c 


In which municipality was the agricultural land you sold in that time period? 


County # 


Municipal District # 


Special Area # 


Improvement District # 


Listed below are eleven reasons to sell agricultural land Were these reasons Very 


Unimportant (1), Unimportant (2), Neutra! (3), Important (4), or Very Important (5) to 


you in your decision to sell agricultural land in 1980-1981? 


Property was expropriated 
Urban expansion forced sale 
To realize Capital gains 
Moving farm operation 
Another job 

Financial problems 
Speculation 

Farm was too large 
Changing farm operation 
Retirement or health 


Other (please specify) 


Very 
Unimportant 
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Indicate how you paid for the FIRST parcel of agricultural land you bought in 1981 by 
giving the percentage of total financing you received from each of the following sources 

% Your own funds 

% Chartered banks, trust co.. credit unions, or treasury branches 

% Alberta Agriculture Development Corporation (AADC) 

% Farm Credit Corporation (FCC) 

% Federal Business Development Bank (FBDB) 

% Seller financing 

% Family 

% Other (please specify) 
Would you still have bought this agricultura! land if you had been unable to qualify for loans 
from FCC, AADC and/or FBDB? 
YES! N©) ___ DIP NOT APPLY TiO THESE AGENCIES ___ 
What did you do with the agricultural land you bought in 1981, in the 1982 farming 
season? 
______~ Farmed it myself 
Rented it to someone else to farm 
Hired someone to farm it for me 
_____ Held it idle 
_______sdOther (please specify) 
Do you know of any significant factors which may have influenced the price you paid for 


the agricultural land you bought in 1881? 


Please give us any additional comments that you think might help us evaluate the agricultural 


land market in Alberta 
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Certificate of Title 


Canada 
RG] TWP OUeD 
Ses 
= 
PLAN BLK|LOT|PT 
© Elwailufih 
lor . . : : 
South Alberta Land Registration District 
~ 
THIS IS TO CERTIFY that HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF ALBERTA 
Ss now the owner of an estate in tee simple 
of and in 


THE SOUTH WEST QUARTER OF SECTION TEN (10) 
IN TOWNSHIP THIRTEEN (13) 

RANGE FOUR (4) 

WEST OF THE FOURTH MERIDIAN, 


CONTAINING 64.7 HECTARES (160 ACRES) MORE OR LESS, 


RESERVING UNTO HER MAJESTY ALL MINES AND MINERALS. 


SUBJECT TO THE ENCUMBRANCES, LIENS, ESTATES OR INTERESTS NOTIFIED BY MEMORANDUM UNDERWRITTEN OR 
ee ae 


ENDORSED HEREON, OR WHICH MAY HEREAFTER BE MADE IN THE REGISTER. cae 
e : 
IN WITNESS WHEREOF | have hereunto subscribed my name and affixed my official seal Ks SS = 
(ey ad 
10TH SEPTEMBER 81 ESE CIN 


(NUStempensaenoeees cucccaeset at snasatactesmec eae GayiOl rests conbusncccsacesvacaciniaeseysecuxmee ap eeerereses merce AT ALO (aoe 


AND WILDLIFE, PETROLEUM BUILDING a 


SOUTH TOWER, 9915 108 STREET, 
FEIDIMOINTMOIN, CNLIBIEISIN GS a perrcnre ots 


AG 1818 V 1232 
Rev 973 South Alberta Land Registration District 
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TABLE A.1: 1981 Alberta Land Survey: 
Number of Transfers Sampled by Municipality 


MUNICIPALITY NAME OF NUMBER OF 
SAMPLED MUNICIPALITY TRANSFERS SAMPLED 
Special Areas: 
Z N/A 2a 
eS N/A 16 
4 N/A 18 
Counties: 
| Grande Prairie 46 
2 Vulcan 38 
3 Ponoka Si 
4 Newell 2a 
é Warner ys 
6 Stettler 39 
7 Thorhild 25 
8 Forty Mile 38 
S) Beaver 39 
10 Wetaskwin a5 
14 Barrhead 20 
V2 Athabasca 47 
LS Smoky Lake Zz 
i Lacombe So 
16 Wheatland a2 
7, Mountain View 44 
18 Paintearth 24 
19 St) Paul 36 
20 Strathcona eZ 
21 Two Hills 29 
22 Camrose 4 | 
Pe Red Deer 48 
28s Vermilion River AF, 
25 Leduc 46 
26 Lethbridge 32 
OF Minburn 30 
28 Lac St. Anne 29 
RS Flagstaff 4) 
30 Lamont 39 
31 Parkland 40 
Improvement Districts: 

1 N/A on 
6 N/A 4 
Z N/A 1 
8 N/A 4 
10 N/A ae 
14 N/A SZ 
15 N/A iS} 
16 N/A 34 
17 N/A 47 
18 N/A a, 
19 N/A 32 
20 N/A oe! 
oe N/A Se 
oe) N/A oe 


ZS N/A 16 
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Municipal Districts: 


Cardston 
Pincher Creek 
Taber 
Willow Creek 
Foothills 
Acadia 
Rockyview 
Starland 
Provost 
Wainwright 
Bonnyville 
Sturgeon 
Westlock 
Smoky River 
Spirit River 
Peace 
Fairview 
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SOURCES AND 


TABLE C.3: 1981 Alberta Land Survey 
Analysis of Sources of Financing Used, and Not Used, to Purchase Agricultural 


Land in Alberta, in 1981: 
Standard Deviations 


STANDARD DEVIATIONS: 


SELECTED VARIABLES "NO NOT USE” THIS 
SOURCE 

Own Funds: 
Own funds 0-0 
Bank Ay 
AADC 49.2 
Fee 31.9 
Seller alee 
Family 22.9 
Banks: 
Own funds 33.8 
Bank oe 
AADC 47.0 
FEC 29.0 
Seller Zo 
Family igs 
AADC: 
Own funds 38. 1 
Bank 40.1 
AADC 0.0 
Fee 28.6 
Seller 230 
Family 20.0 
ECG: 
Own funds 36.2 
Bank 38.2 
AADC AB 
ECG 0.0 
Seller 21-0 
Family Tec 
Seller: 
Own funds 36.7 
Bank Say, 
AADC 449 
EEG PES YS) 
Seller 0.0 
Family ez 
Family: 
Own funds 36.1 
Bank SiS 
AADC 44.3 
FCG 249 
Seller 20.6 
Family 0.0 


STANDARD DEVIATIONS 
“DID SE" THIS SOURCE 
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TABLE C.3 CONTINUED: 1981 Alberta Land Survey 
Analysis of Sources of Financing Used, and Not Used, to Purchase Agricultural 
Land in Alberta, in 1981: 
Standard Deviations 


SOURCES AND 
SELECTED VARIABLES 


STANDARD DEVIATION STANDARD DEVIATION 


DIDMOGISE Tals 


‘DID USE’ THIS SOURCE 


SOURCE 
Own Funds: 
Age 10.6 esa 
Years of farming 5-5 ne 
Years as land owner 8.4 10.8 
Parcel-total acreage 540.7 SUES 
Parcel—market value S00" S488 
Prior acres owned 969.2 1268.4 
Following acres owned aol a 156673 
Banks: 
Age 7 ge 43 
Years of farming eae, TAG 
Years as land owner ee) 11.0 
Parcel—-total acreage 461.6 628.9 
Parcel—market value 808.1 2S GLO) 
Prior acres owned 949.5 SES 
Following acres owned P26 I7ooS 
AADC: 
Age TG S25) 
Years of farming 10.8 6.0 
Years as land owner 10.6 ra | 
Parcel-total acreage DiS) 2 Byaleee? 
Parcel—market value Se 394.6 
Prior acres owned ieee os eos 
Following acres owned 1e22)) 14.5 
ECG: 
Age bee: 10:2 
Years of farming Oe One 
Years as land owner 10:2 726 
Parcel—total acreage 542.4 367.4 
Parcel—market value ie ie 358.4 
Prior acres owned i 2eiEo 480.7 
Following acres owned 1480.9 487.9 
Seller: 
Age qe 9.8 
Years of farming 10.6 8.2 
Years as land owner 10 7.6 
Parcel—total acreage 543.6 Zoo 9 
Parcel—market value 51 6:6 1647.6 
Prior acres owned iooe I263a 
Following acres owned 1416.1 1216.3 
Family: 
Age ee WOES: 
Years of farming nNGAe: 8.0 
Years as land owner 10m ae 
Parcel-total acreage 500.3 TOSZ 
Parcel—market value 765:5 4089 
Prior acres owned 1149.5 1094.3 
Following acres owned 16986 LeeG2 
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Comments Made by the Survey Respondents 
Given in the following paragraphs are several statements provided by respondents 
to the 1981 Alberta Land Survey in response to two questions which dealt with factors 
which may have influenced the price of agricultural land in 1981 and with comments on the 
agricultural land market in Alberta in general. 
Some respondents suggested that beginning farmers are the cause of high 
agricultural land values. For example: 


High land values are caused by the ease of borrowing large sums of money by 
first time farmers. 


On the other hand, more established farmers were blamed by some for outbidding 
younger farmers. Examples of comments in this regard were: 
Farmers with lots of land keep prices up and reduce competition. 
Older (richer) farmers only buy land if they can do so without borrowing and 
they can afford to pay more. Young farmers are too optimistic and know little 
about debt. 
Very soon only farmers with large equity will be able to make land purchases. 
Because price escalations are due to investment expectations (due to inflation) 
rather than what the land can actually produce, new beginning farmers are 
going to find it increasingly difficult to make their investment pay. 
Many respondents noted the problems encountered in making a farmland purchase 
pay for itself. Examples of comments follow: 
It appears to me that it is impossible to have a viable farming operation without 
owning outright at least as much land as you are financing, or renting twice as 
much as you are purchasing. 
At the price of land today you must have other land to help pay for it. 


The economics of purchasing land are very poor (dollar return/dollar invested). 


Even established farmers have problems paying for land. Only farmers who 
have paid 100 percent for their land are okay. 


As one other respondent phrased it: 
Real estate speculation has pushed land prices, including agricultural land, well 
beyond its reasonable value in terms of its ability to pay its way from 
agricultural production. 


In terms of production, one individual's suggestion was that: 


Land prices should not be tied to real estate prices but to production, to make 
farming more viable. 


One respondent felt the following way about the competition he face in buying land: 


inflationary conditions have prompted investment in land rather than in other 
things. Hobby farmers and professional people purchasing land tend to push 
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the price higher than what the land is worth to a bonafide farmer. He has to 
compete or is unable to expand and stay in business. 


High land costs were often felt to be caused by foreigners, cooperatives, 
speculators, and investors. In this regard, one respondent stated that: 


Land is being bought by money syndicates (Italian, German, French). They dont 
care if its farmed. It's just a tax dodge. 


One purchaser felt that: 


most purchases seem to be by people who have some additional source of 
income. 


Along these same lines, one respondent commented: 


A farm provides a meal ticket since jobs are hard to find It becomes 
necessary to subsidize the farm with off—farm income. 


In terms of financing, many respondents felt that 


FCC, FBDB and AADC are a farce. Qualification is too difficult and processing 
is too slow. 


Others felt, however, that without these financial institutions, their purchase of agricultural 
land would have been impossible. 
One individual noted, as a comment on the agricultural land market in Alberta: 
The value of agricultural land is different for everyone. You cannot fix figures 
of value — it depends on demand and demand depends on willingness to pay, 
NOt On Net return: 
Another respondent wrote 
Every piece of land differs in value depending on what type of soil it is, 
condition of the land (rocks, weeds, swamp), closeness to primary highway, 
availability of water, power, and phone. 
Some respondents provided recommendations on various topics of land purchase 


and ownership. Examples are: 


There must be some way to ensure that those who buy land must farm it. This 
may help relate the price of land to its value in production. 


Better financing plans should be established for all levels of agriculture. 


Government funds which are made available to purchase property should be 
based on productive value. 


| am grateful to be a participant in the AADC beginner loan program, for 
without it | doubt if | could own any land. An irony exists for those for whom 
the program has expired. They face a doubling of payments with lower returns 
for all crops. They might have been better off not buying. | suggest careful 
monitoring of the situation and possibly an extension of this program. 


Rented land is mismanaged because of the instability of tenure. Government 
owned land, with a guaranteed tenure for beginning farmers, would be a 
positive alternative. 
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Its hard to make interest payments never mind payments on principal. 
Reasonable interest rates and longer fixed term loans would make purchasing 
land easier. 


Work on land transfer systems and financing through Agricultural Bonds, FCC, 
AADC, and Small Business Development Bonds is required. Beginning farmers 
can be helped through rough times with low interest and longer terms. 
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